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1 INTRODUCTION

2 Q

3

Please state your name for the record

My name is Marylee Diaz Cortez.

4

5

6

Have you previously filed testimony in this docket?

Yes. I filed direct testimony on June 26, 2007.

7

8

9

10

What is the purpose of your surrebuttal testimony?

In my surrebuttal testimony I will respond to the Company's rebuttal

comments pertaining to RUCO's recommendations regarding Sun City's

11 proposed Public Safety Surcharge. RUCO witness Timothy Coley will

12

13

respond to the Company's revenue requirement and rate design rebuttal

comments, and RUCO witness William Rigsby will respond to the

14 Company's cost of capital rebuttal comments. I will address the

15

16

Company's rebuttal comments in the order in which they appear in the

Company's testimony.

17

18
19
20
21
22
23
24

A.

A.

Q.

A.

Q.

1
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1 Fire Flow Public Opinion

Please discuss the Company's rebuttal comments pertaining to public

opinion of the proposed fire flow improvements

The Company argues that RUCO does not know what the local public

opinion is regarding this issue, and it is important that such opinion be

considered "in light of the estimated costs of this discretionary project

Is this true?

While RUCO had received very little public input at the time it filed its

direct testimony, that has changed. The Sun City Taxpayers Association

("SCTA") has contacted RUCO on several occasions regarding the

hundreds of calls their office has received opposing the proposed project

and the resultant impact on their rates. At the SCTA's request, RUCO will

be appearing at a public meeting in Sun City on December 20, 2007, to

address the rate impacts of the Company's proposal and answer any

ratepayer questions and concerns. Thus, at the hearing, RUCO will be

prepared to fully address the public opinion issue

Further, the Company presented its own public meetings on December

12, 2007, in Sun City and Youngtown, which RUCO attended.

the opinions expressed were that the Sun City residents did not want to

subsidize what they perceived to be a Youngtown issue, and that property

Some of

Rebuttal Testimony of Thomas M. Broderick, at page 7, line 24
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1

2

3

4

5

6

7

taxes were already too high as a result of fire protection. AZ-AM sent out

a survey to its Sun City and Youngtown residents several months ago,

requesting their opinion on paying increased rates for the proposed over-

sizing of the water system. At the December 12, 2007 public meeting, the

Company reported that it had counted 850 responses to the survey and

that approximately half of the residents opposed any rate increase for

over-sizing pipe for fire-flow.

8

9 Water Pressure and Main Replacements

10 Please address the Company's rebuttal testimony regarding water

11

12

13

14

pressure and main sizing.

In response to my direct testimony on these issues, the Company argues

that its system is currently meeting pressure requirements and that only

10-inch mains or smaller are being proposed in the Sun City system.

15

16

17

18

19

20

21

Please respond.

If true, this testimony then begs the question why the need for the

proposed improvements if existing pressures are adequate? Or if 10-inch

or smaller mains are adequate, why was Paradise Valley oversized to 12-

inch mains? Further, as discussed in my direct testimony at page 7, some

work has been done at relatively low cost that has already alleviated

22 pressure problems in Youngtown. Specifically, certain unnecessary

A.

A.

Q.

Q.

3
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1

2

pressure reducing valves were removed at a cost of $10,000, improving

flows in Youngtown.712

3

4 Automatic Rate Increases Under Proposed Surcharge

5

6

7

8 A.
v

9

10

Please address the Company's rebuttal comments concerning RUCO's

opposition to the automatic rate increases under the proposed Public

Safety Surcharges.

While the Company does acknowledge that it is requesting "a series of

step-rate increases without the cost and effort of another rate case, it

assures that all parties will be able to review the reasonableness of the

11 fire-flow expenses.I !

12

13

t4

15

16

17

18

Does RUCO's opposition to the step increases hinge on its ability to

review the reasonableness of the fire-flow expenses?

No. The Company has missed the point. RUCO opposes single-issue

rate raking that looks only at cost increases in one category of expenses

and ignores changes in revenues, cost of capital, rate base and other

expense categories. The fact that the parties will be able to "review the

19

20

21

reasonableness of the fire-flow expenses" does nothing to mitigate the

single-issue ratemaking concern, as well as the constitutional requirement

to find Fair Value.

22

2 Rebuttal Testimony of Thomas M. Broderick at page 9.

A.

Q.

Q.

4
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1 How much would rates have to increase annually to fund the over-sizing of

2

3

4

5

6

the Sun City Water system?

In its rebuttal testimony, the Company has provided a revised cost

estimate of $4.9 million for the fire-flow project. Based on the Company's

test year customer count of approximately 23,000 customers, each

customer would have an annual increase in i ts water bi l l  of $213.

7

8

9

Moreover, this estimation only measures the impact of the proposed fire-

flow surcharge and does not include the 30% increase in base rates

requested in the current case.

10

11 Do any of the Company's rebuttal comments change RUCO's opposition

12 to the proposed fire-flow step rate increases?

13 No.

14

15 Does that conclude your surrebuttal testimony.

16 Yes.

17

18

19

20

21

22

r

A.

A.

Q.

A.

Q.

Q.

5
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1

2

3

4

5

6

7

8

9

10

INTRODUCTION

SUMMARY OF ARIZONA-AMERICAN'S REBUTTAL TESTIMONY

CAPITAL STRUCTURE

COST OF DEBT

COST OF EQUITY CAPITAL

ATTACHMENT A - Value Line Water Utility Industry Update

ATTACHMENT B - Value Line Natural Gas Utility Industry Update

ATTACHMENT C - Zacks Investment Research Earnings Projections

ATTACHMENT D - Company Response to ACC Data Request SPI 7.1

SURREBUTTAL SCHEDULES WAR-1 THROUGH WAR-9
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1 INTRODUCTION

2

3

4

5

Please state your name, occupation, and business address.

My name is William A. Rigsby. I am a Public Utilit ies Analyst V employed

by the Residential Util ity Consumer Off ice ("RUCO") located at 1110 w.

Washington, Suite 220, Phoenix, Arizona 85007.

6

7

8

9

10

11

12

Please state the purpose of your surrebuttal testimony.

The purpose of my test imony is to respond to Arizona-American Water

Company Inc.'s ("Arizona-American" or "Company") rebuttal testimony on

RUCO's recommended rate of return on invested capital (which includes

RUCO's recommended capital structure, cost of debt and cost of common

equity) for the Company's Sun City Water District ("Sun City District").

13

14

15

16

17

Have you filed any prior testimony in this case on behalf of RUCO?

Yes ,  on Oc tober  15,  2007,  I  f i led  d i rec t  tes t imony w i th  the Ar izona

Corporation Commission ("ACC" or "Commission"). My direct testimony

addres s ed  t he  c os t  o f  c ap i t a l  i s s ues  t ha t  w ere  ra i s ed  in  A r i zona-

18

19

American's application requesting a permanent rate increase

("Application") based on a test year ended December 29, 2006.

20

21

22

23

How is your surrebuttal testimony organized?

My surrebuttal testimony contains five parts: the introduction that I have

just presented, a summary of Arizona-American's rebuttal test imony, a

A.

A.

A.

Q.

Q.

Q.

A.

Q.

1
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1

2

section on capital structure, a section on the cost of debt, and, a section

on the cost of equity capital.

3

4 SUMMARY OF ARIZONA-AMERICAN'S REBUTTAL TESTIMONY

5

6

7

8

Have you reviewed Arizona-American's rebuttal testimony?

Yes. I have reviewed the rebuttal testimony, filed on November 30, 2007,

of Company witnesses Thomas M. Broderick. In addit ion to testifying on

t he  c ap i t a l  s t ruc t u re  and  c os t  o f  deb t  i s s ues  as s oc ia t ed  w i t h  t he

9

10

Company's rate case filing, Mr. Broderick has also assumed Mr. Joel M.

Reiker's responsibility for testifying on cost of equity issues.

11

12

13

14

15

16

17

Please summarize Mr. Broderick's rebuttal testimony.

Mr. Broderick's rebuttal testimony presents a revised capital structure and

a revised cost of debt. The Company has also adopted ACC Staff's 10.80

percent recommended cost of common equity over the 11.30 percent that

was originally proposed by the Company's cost of equity witness, Mr. Joel

M. Reiker. Mr.  Broder ick takes  issue w i th  my recommended 10.02

18

19

percent cost of common equity and with the capital structure

recommendation of ACC Staff witness Steven p. Irvine.

20

21

22

A.

A.

Q.

Q.

2
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1 Briefly summarize the positions of the parties to the case regarding capital

structure.2

3

4

5

6

7

8

9

10

11

12

As stated in Mr.  Broderick's rebuttal test imony, Arizona-American has

rev ised the or ig inal  Company-proposed capi ta l  s t ruc ture,  which was

comprised of 57.60 percent debt and 42.40 percent equity,  and is now

proposing a capital structure of  58.62 percent debt and 41.38 percent

equity. ACC Staff is recommending a capital structure comprised of 61 .50

percent debt and 38.5 percent equity. RUCO has revised i ts  original

recommended capital  s t ructure comprised of  61.40 percent  debt  and

38.60 percent  equi ty to ref lec t  informat ion that  was contained in the

Company's  recent  response to an ACC data request . RUCO is  now

recommending a capital structure comprised of  57.7 percent debt and

13 42.3 percent equity.

14

15

16

17

What costs of debt are the parties to the case presently recommending?

The parties to the case are presently recommending the following costs of

debt:

18 Arizona-American 5.50%

19 ACC Staff 5.50%

20 RUCO (revised) 5.50%

21

22

23

A.

A.

Q.

Q.

3
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1 What costs of common equity are the parties to the case presently

2

3

recommending?

The parties to the case are presently recommending the following costs of

4

5

common equity:

Arizona-American 10.80%

6 ACC Staff 10.80%

7 RUCO (revised) 9.89%

8

9

10

11

12

What weighted costs of capital are the parties to the case recommending?

The parties to the case are presently recommending the following

weighted costs of capital:

Arizona-American 7.69%

13 ACC Staff 7.60%

14 RUCO (revised) 7.36%

15

16

17

18

19

As can be seen above,  there is  present ly a 33 basis  point  di f ference

between the Company-proposed 7.69 percent weighted cost of capital and

RUCO's recommended weighted cost of capital of 7.36 percent. RUCO

and ACC Staff 's recommended weighted costs of  capital fal l  within 24

20 basis points of each other.

21

22

23

A.

A.

Q.

Q.

4
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1 CAPITAL STRUCTURE

Have you revised your recommended capital structure consisting of 61 .40

percent debt and 38.60 percent equity

Yes. As I stated earlier, I have revised my original capital structure and I

am presently recommending a capital structure comprised of 57.7 percent

debt and 42.3 percent equity

8 Why have you decided to revise your recommended capital structure?

The revised capital structure that I am now recommending reflects known

and measurable changes to the Company's capital structure that were

described in the Company's response to ACC Staff data request SPI 7.1

dated December 10, 2007 (Attachment D). RUCO's revised capital

structure reflects a recent restructuring of Company debt through the

issuance of new long-term promissory notes and an infusion of equity

capital

17 Has Arizona-American revised the original Company-proposed capital

18 structure?

Yes. As I stated above, Arizona-American has revised the original

Company-proposed capital structure, which was comprised of 57.60

percent debt and 42.40 percent equity. Mr. Broderick is proposing a

Q.

Q.

Authorized in Decision No. 68994, dated July 26, 2007 and Decision No. 69440, dated May 1
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1

2

3

4

5

capital structure of 58.62 percent debt and 41.38 percent equity in his

rebut ta l  tes t imony al though i t  should be pointed out  that  th is  capi ta l

s t ructure recommendat ion was made pr ior  to the rev is ions that  were

contained in the Company's response to ACC Staff data request SPI 7.1,

upon which l relied on to develop my revised capital structure.

6

7

8

What are the differences between ACC Staffs recommended capital

structure and the capital structures recommended by RUCO and the

9

10

11

12

13

14

15

Company?

Mr. Irvine is recommending a capital structure comprised of 61 .50 percent

debt and 38.5 percent equity. The main dif ference between Mr. irvine's

recommended capital structure and the capital structures recommended

by RUCO and the Company is  his  decis ion to inc lude $25,391,823 in

short -term debt  (a point  that  Mr.  Broderick takes issue with) of  which

$1,000,000 is zero-cost capital associated with Arizona-American's $3

16

17

18

million interconnection agreement with the City of Phoenix. Both RUCO

and the Company are recommending that the total $3 million associated

with the Phoenix Interconnect ion agreement  be t reated as zero-cost

19 capital.

20

21

22

23

A.

Q.

6
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1 What is RUCO's position on the inclusion of short-term debt in capital

2 structures?

3

4

5

RUCO believes that the inclusion of short-term debt in a capital structure

should be cons idered on a case-by-case bas is  and should take in to

consideration the purpose of the short-term debt. For instance, if the

6

7

8

9

10

11

12

13

14

15

short-term debt represents a self-liquidating borrowing that will cease to

exist at the end of the test year then it is probably best not to include it as

permanent capital. On the other hand, if the short-term debt represents a

br idge loan,  used to f inance permanent  long-term assets  and wi l l  be

refinanced as part of permanent long-term debt, then it probably should be

included in the Company's capital structure. This position is consistent

with RUCO's recommendation in a pending case before the Commission

that  involves Ar izona-American's  request  for  a rate increase for  the

Company's  Sun Ci t ies  ( i .e  Sun Ci ty and Sun Ci ty W est )  was tewater

operations.2

16

17

18

Are there any specif ic reasons why RUCO believes that short-term debt

should not be included in the capital structure in this case?

19 Yes. During the aforementioned rate case proceeding on the Sun Cit ies

20

21

wastewater operations, Mr. Broderick raised concerns on short-term debt

as it related to the Company's plans to finance a Central Arizona Project

2 Surrebuttal Testimony of RUCO witness William A. Rigsby, Docket No. WS-01303A-06-0491

A.

Q.

A.

Q.

7
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("CAP") Treatment facility, known as the White Tanks Plant, through the

use of hook-up fees°. During the White Tanks proceeding, I fi led

testimony in support of the Company's request to increase existing hook

up fees that are currently providing cost-free capital to finance the White

Tanks Plant in the Company's Agua Fria District. The Commission

eventually approved the Company's request to increase its existing hook

up fe e s

g What was RUCO's view of the Company's argument regarding the

inclusion of short-term debt as it related to the White Tanks CAP treatment10

facility'?

During the Sun Cities wastewater proceeding, Mr. Broderick made some

compelling points in his testimony on the issue. At first blush it would

appear that any interim short-term debt issued by the Company to finance

the White Tanks plant would fall into the bridge loan example that I

provided earlier. However, in the specific case of the White Tanks Plant

the short-term debt would be paid off by the eventual collection of hook-up

fees which wi l l  be treated as a source of cost- free capi tal  ( i .e

contributions-in-aid-of-construction). Because of this situation, l believe

that any interim short-term debt that is directly associated with the White

Tanks Plant should not be included in the Company's capital structure

Q.

Docket No. W-01303A-05-0718
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1 In this particular case is the recognition of short-term debt in the capital

2 structure appropriate?

3 For the reasons stated above, I believe the inclusion of short-term debt in

4 the capital structure is inappropriate in this case.

5

6 What recommendations does RUCO have if the Commission were to

7

8

adopt a capital structure that does not contain short-term debt?

As I recommended in the Sun Cities wastewater proceeding, a downward

9

10

financial risk adjustment should be made to the cost of common equity if

the Commission chooses to adopt a capital structure that has a higher

11 level of common equity.

12

13 COST OF DEBT

14

15

16 Yes.

17

18

19

Have you made any changes to  5 .37 percent  cost  o f  debt  that  you

recommended in your direct testimony?

I have  adop ted  the  5 .50  pe rcen t  cos t  o f  deb t  tha t  is  be ing

recommended by both the Company and ACC Staff . This decision was

based on the known and measurable changes that were contained in the

Company's response to ACC data request SPI 7.1 .

20

21

22

23

A.

A.

Q.

Q.

A.

Q.

9
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1 Has Arizona-American revised the Company-proposed cost of debt?

2 Yes. In his rebuttal testimony, Mr. Broderick also revised the Company-

3

4

proposed cost of debt from 5.56 percent to 5.50 percent based on the new

debt issuances described earlier.

5

6 COST OF EQUITY CAPITAL

7

8

9

10

Has there been any recent activity in regard to interest rates?

Yes. On Tuesday, December 11, 2007, the Federal Reserve decided to

cut the federal funds rate by 25 basis points. As of this writing, the federal

funds rate now stands at 4.25 percent.

11

12

13

14 Yes. I

15

16

17

Have you made any changes to the 10.02 percent cost of common equity

that you recommended in your direct testimony?

have revised my orig inal 10.02 pe rcen t  cos t  o f  equ i t y

recommendat ion downward to  9 .89 percent  (Page 3 o f  Surrebut ta l

Schedule WAR-1). My revised cost of  common equity f igure of  9.89

percent contains my original 50 basis point financial risk adjustment and is

based on current information that was contained in The Value L ine18

19

20

21

22

23

Investment Survey ("Value Line") quarterly update on the Water Utility

Industry dated October 26, 2007 (Attaehment's A and B contain the Value

Line W ater and Natural  Gas information used in developing my

estimates). in addition, l have updated the four-week closing stock price

data and the earnings estimates provided by Zacks Investment Research

A.

A.

A.

Q.

Q.

Q.

10
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1

2

3

4

5

6

7

8

(Attachment C) that I use in my discounted cash flow ("DCF") model

analysis (Surrebuttal Schedules WAR-2 through Surrebuttal Schedule 6).

With regard to my capital asset pricing model ("CAPM") analysis, I have

updated the U.S. Treasury instrument yields that serve as a proxy for the

risk free rate of return (Surrebuttal Schedule WAR-7, Pages 1 and 2).

There have been no changes to the geometric and arithmetic means of

the returns on the S&P 500 index, between 1926 and 2006, used in my

CAPM analysis. This information was obtained from Morningstar's SBBI

2007 Yearbook.49

10

11

12

13 Yes.

Has Ar izona-American made any changes to the Company-proposed

11.30 percent cost of equity capital?

As no t ed  ea r l i e r  Mr .  B rode r i c k  has  ac c ep t ed  Mr .  l ine'sI

14 recommended cost of equity of 10.80 percent.

15

16

17

18

Do you agree with Mr.  Broderick's  posi t ion that  your cost  of  common

equity estimate is "incorrect" because you did not add your 50 basis point

financial risk adjustment to the midpoint of your range of common equity

19 estimates?

20 No I do not. There is nothing "incorrect" in the manner in which I derived

21 my cost  of  equi ty est imate. Furthermore, Mr.  Broderick's posit ion is

22 somewhat puzzling given the fact  that my f inal cost of  common equity

4 Formerly published by Ibbotson Associates.

11

Q.

A.

Q.

A.

Ill l l II\IIIIIIII
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1 est imate was calculated in the exact same manner in which Mr.  Irv ine

2 est imated his f inal cost  of  equity the same cos t  o f  equi ty that  Mr .

3

4

5

6

7

8

9

10

Broderick has now adopted for Arizona-American. A comparison of page

3 of my Schedule WAR-1 with Mr. l in's Schedule SPI -2 will reveal that

both Mr. Irvine and myself arrived at our final cost of equity estimates by

adding our respective f inancial risk adjustments to a mean average (as

opposed to a midpoint) of the mean averages of the est imates derived

from both our DCF and CAPM results . Given these facts,  my cost  of

equity estimate is no more incorrect than the cost of equity estimate that

Mr. Broderick has proposed for the Company.

11

12

13

14

15

Please address Mr. Broderick's posit ion that you fai led to quant ify the

upward 50 basis point  adjustment that  you made to your original DCF

result of 8.60 percent.

The determination of the cost of capital, as Mr. Broderick contends, is not

16

17

18

a simple mechanical calculat ion such as the Hamada method used by

ACC Staff . The determinat ion involves judgment and analysis of  the

speci f ic  c i rcumstances of  each indiv idual  case.

19

20

21

22

23

I  be l i ev e  t ha t  m y

unchanged 50 basis point adjustment is more than reasonable given the

fact that I have adopted a lower level of debt in my recommended capital

s t ructure (which prov ides a good argument  for  a lower f inanc ial  r isk

adjustment). Furthermore, my CAPM est imates are perhaps generous

from the standpoint that my average 3.29 percent yield on a 91-day T-bill

12

A.

Q.

in
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1

2

3

4

rate, used as the risk-free rate of return, is actually somewhat higher than

the yields of  longer-term 3-year Treasury instruments even though an

argument could be made that a longer-term 3-year Treasury yield would

be more appropriate.

5

6 Are there any other reasons why you believe that your 50 basis point

7

8

9

10

11

12

13

adjustment is reasonable?

Yes. My CAPM analyses may also be producing estimates that are higher

than what might be warranted based on recent studies that indicate that

the actual equity risk premium (i.e. the difference between the expected

total return on an equity index, such as the S8¢P 500, and the return on a

riskless asset, such as the yield on a 91-day T-Bill) used in the CAPM

model may be lower than the equi ty r isk premiums publ ished by

14 Morningstar.

15

16 So you believe that the factors that you have just described make up for

17 any shortfall that your 50 basis point adjustment doesn't take into

account?

19 A Yes. I believe that each of the factors noted above have contributed to a

higher weighted cost of  common equity than what might actually be

warranted,  which wi l l  compensate the Company's investors for any

perceived additional financial risk

A.

Q.

Q.

13
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1

2

3

4

5

6

7

8

9

10

11

12

13

Do you believe that Southwest Water Company ("SWWC") should have

been excluded from your sample as Mr. Irvine has advocated?

No I do not. SWWC's unregulated revenues and earnings are derived

from activities that are closely related to the provision of regulated water

and wastewater services (i.e. equipment maintenance and repair, sewer

pipeline cleaning, billing and collection services, and state-certified water

and wastewater laboratory analysis on a contract basis) as opposed to

highly speculative activities that are totally unrelated to the water and

wastewater industry. For these reasons I saw no need to exclude SWWC

from my sample. In addition, I have also averaged the results of my

natural gas company proxy, which are somewhat higher than those for my

water company sample to arrive at my final cost of  equi ty

recommendation. I have done that in this case even though I believe that

14

15

Ar izona-Amer ican,  wh ich  is  engaged in  t he  prov is ion  o f  water  and

wastewater serv ices,  has more in common with the companies in my

water sample than it does in the companies in my natural gas sample

18 Are there any other reasons why you believe SWWC should not be

19

20 A

excluded from your sample?

Yes. SWWC, and for that matter each of the other utilit ies included in my

sample, are engaged in unregulated activities to some degree. Because it

is diff icult to obtain a sample comprised only of "pure play" util it ies, the

market-to-book ratio calculation that I have employed in my DCF model

A.

Q.

Q.

14
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helps to eliminate the impact that those unregulated operating segments

would have on the market-to-book ratio of the utilities included in my

sample.

Does your silence on any of the issues or positions addressed in the

rebuttal testimony of Mr. Broderick or the Company's other witnesses

constitute acceptance?

No, it does not.

Does this conclude your surrebuttal testimony on Arizona-American?

Yes, it does.

15
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INDUSTRY TIMELINESS: 75 (of 99)

Composite Statistics: Water Utility Industry Water Utility
RELATIVE STRENGTH (Ratio of Industry to Value Line Comp.)
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adopted a few years back. W e suspect that it is leaning
towards doing so and that the amendments may go into
ef fec t  by as  ear ly as  the end of  the year .  This  is  an
important development because it  would reduce earn-
ings  volat i l i t y  by  enac t ing  a weat her  nor mal izat ion
clause and further reduce any potential regulatory lag.

Water utility stocks, for the most part, have
enjoyed success in the past few months. Indeed,
some of the issues covered in our Survey have
appreciated handsomely since our July report,
boosted by strong earnings gains. West Coast pro-
viders, suchas American States Water and Califor-
nia Water Services, fared somewhat better than
those operating elsewhere, thanks largely to more
favorable weather conditions.

Earnings comparisons will likely remain
healthy for most of the industry going forward,
thanks to an improving regulatory environment
and expansion into previously untapped markets,
namely military bases. Rampant acquisition activ-
ity ought to add another leg of growth to many of
the larger players in this space, too.
Nevertheless, the industry is not too appealing

an investment option at this time. Despite the
aforementioned share-price strength, none of the
stocks is ranked favorably for Timeliness or for 3-
to 5-year appreciation potential. In fact, we sus-
pect that many have gotten ahead of themselves,
due to the capital constraints that most will face
over the next few years. And the once alluring
dividend yield has fallen off a bit, too.

Rising Expenses

A More Fluent Regulatory Process

Costs have ballooned considerably in recent years and
are expected to remain high, as infrastructures grow
older and require additional repairs and in many cases,
replacement. And the Environmental Protection Agency
is upping its regulations, given the heightened threat of
bioterrorism. In all,  we estimate that infrastructure
expenses will require hundreds of millions of dollars of
investment over the next few decades. Unfortunately,
most utilities do not have the resources on hand to fund
these improvements. In fact, not one of the companies in
this Survey has more than $15 million on hand. The
situation will likely force many to consider outside
financing in order to keep up with the more stringent
requirements. However it also has broadened the oppor-
tunity for those with the resources to improve their
growth potential. Aqua America is  a prime example.
making dozens of acquisitions in recent years to increase
its customer base.

Investment  Advice

We advise most investors to look elsewhere for perfor-
mance. A perennial laggard in terms of Timeiiness, the
industry, as a whole, continues to rank near the bottom
of the Value Line Industry groups. Its long-term appeal
is also poor, as the additional share and/or debt issu-
ances that we suspect are necessary to meet the capital
requirements mentioned above will likely dilute most of
the potential benefits that regulatory changes would
result in. Although the industry's income component
used to be a safe haven for income-oriented investors,
the payout ratios, in many cases, have tailed off, too.
Having said that, we recommend that potential inves-
tors carefully review the individual reports before mak-
ing any financial commitments.

Although one would think that water usage levels
would not vary much, in truth, they can vary greatly.
This because water utility companies are highly depend
dent on weather conditions, as evidenced by the typical
spike in demand during the summer months. However,
Mother Nature does not always cooperate and heavy
rainfall can take a toll on co1npanies` bottom lines. To
help alleviate these circumstances, as well as maintain a
balance of power between utility providers and consum-
ers, state regulatory boards have been put in place. And
although these authorities have historically sided with
consumers, the landscape has shifted a bit in recent
years .  The California Public Utili t ies  Commission
(CPUC), the Golden State's regulatory body, is the best
example of this, doing a complete 180 degree turn since
governor Schwartzenegger's appointment. Rulings are
being returned more quickly and generally more favor-
ably.

But there may be even better days ahead. The CPUC
is contemplating whether or not to authorize some of the
proposals included in the Water Action Plan that was

Andre J Costanza
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ere  in the  c i ty  Of  Big Bear Lake and in a reas  o f  San Bernardino

County .  Acqui red Chaparra l Ci ty  W ater  o f  Ar izona (10100).  Has

roughly  555 employees. Olt icers & directors own 3.1% ct common

stock (4107 Proxy). Chairman: Lloyd Ross. President 8 CEO: Floyd

W icks. Incorporated: CA. Addr. :  sac East Foothi ll Boulevard, San

Dimas, CA 91773. Tele.: 909-394-3600. Web: www.aswater.com.

BUSINESS'  Amer i c an Sta tes  W a te r  Co .  ope ra tes  as  a  ho ldi ng

company .  Through i t s  pNnc ipd subs idia ry ,  Go lden Sta te  W ate r

Company, i t  supplies water ro more than 250,000 customers in 75

c ommuni t i es  i n 10  c ount i es .  Se rv i c e  a reas  i nduc e  the  grea te r
metropolitan areas 01 Los Angeles and Orange Counties. The ccm~

party also provides electric utility services to nearly 23.250 custom~

b e t t e r  r e : l l a t o r y
e

t h i s  y e a r  a n d  9 %  i n  2 0 0 8 .
t h e

t o  t h e  n o n  r e g u l a t e d  s e c t o r .  D e s p i t e  t h e
p o t e n t i a l  i m p r o v e m e n t s  m e n t i o n e d  a b o v e ,
A m e r i c a n  i s  s t i l l  a c  t h e  m e r c y  o f  r e g u -
l a t o r y  a u t h o r i t i e s .  A s  a  r e s u l t ,  i t  h a s  b e e n
t a r g e t i n g  m i l i t a r y  b a s e s  a s  a  w a y  t o  l i m i t
i t s  d e p e n d e n c e  o n  s t a t e  r e g u l a t o r s .  A n d  i t
i s  h a v i n g  s o m e  s u c c e s s .  A m e r i c a n  h a s  l n -
k e d  t w o  s i g n i f i c a n t  d e a l s  w i t h  m i l i t a r y
b a s e s  s i n c e  o u r  l a s t  r e p o r t .  T h e  f i r s t  i s  a
5 0 - y e a r  d e a l ,  t o t a l i n g  $ 1 4 3  m i l l i o n ,  t o  o p -
e r a t e a n d m a i n t a i n t h e w a t e r a n d
w a s t e w a t e r  s y s t e m s  a t  F o r t  J a c k s o n ,
S o u t h  C a r o l i n a .  T h e  s e c o n d  i s  a  5 0 - y e a r
a g r e e m e n t  t o  d o  t h e  s a m e  a t  F o r t  B r a g g ,

o a t h  C a r o l i n a .  T h e  l a t t e r  d e a l  i s  w o r t h
$ 5 7 5  m i l l i o n  a n d  w i l l  i n c l u d e  p e r i o d i c
p r i c e  r e d e t e r m i n a t i o n  a d j u s t m e n t s  a n d
m o d i f i c a t i o n s f o r  c h a n g e s i n c i r c u m -
s t a n c e s .  W e  v i e w  t h e  f o r a y  i n t o  m i l i t a r y
b a s e s  a s  a  g o o d  mo ve .
N e v e r t h e l e s s ,  t h e  s t o c k  l a c k s  i n v e s t -
m e n t  a p p e a l .  T h e  s h a r e  p r i c e  h a s  a p p r e -
c i a t e d  1 9 %  s i n c e  o u r  J u l y  r e v i e w  a n d  f a c -
t o r s  i n  t h e  b u l k  o f  t h e  g a i n s  w e  e xp e c t  o u t
t o  l a t e  d e c a d e .  I n c o m e - m i n d e d  i n v e s t o r s
h a v e  b e t t e r  o p t i o n s ,  a l s o ,  g i v e n  t h e  c a p i t a l
c o n s t r a i n t s  w e  s u s p e c t  t h e  c o m p a n y  f a c e s .
A n d r e  l  C o s t a n z a O c t o b e r  2 6 ,  2 0 0 7

A m e r i c a n  S t a t e s  W a t e r  b e n e f i t e d  f r o m
f a v o r a b l e w e a t h e r i n t h e s e c o n d
q u a r t e r .  I n d e e d ,  w a r m  a n d  d r y  c o n d i -
t i o n s ,  p a r t i c u l a r l y  i n  C a l i f o r n i a ,  w h e r e  t h e
w a t e r  u t i l i t y  d o e s  m o s t  o f  i t s  b u s i n e s s ,  r e -
s u l t e d  i n  h i g h e r  u s a g e  r a t e s  a n d  2 6 %  h i g h -
e r  r e v e n u e s .  A s  a  r e s u l t ,  t h e  c o m p a n y
p o s t e d  1 7 %  s h a r e - n e t  i m p r o v e m e n t .
A e n v i r o n m e n t  w i l l
l i k e d '  b e  t c a t a l y s t  h e a d i n g  f o r -
w a r  ,  t h o u g h .  A l l  u t i l i t i e s  a r e  d e p e n d e n t
o n  g o v e r n m e n t  a d m i n i s t r a t o r s  a n d  t h e i r
r u l i n g s ,  a n d  A m e r i c a n  i s  n o  d i f f e r e n t .  A l -
t h o u g h  t h e  C a l i f o r n i a  P u b l i c  U t i l i t i e s
C o m m i s s i o n  ( C P U C ) ,  t h e  G o l d e n  S t a t e ' s
a d v i s o r y  b o a r d ,  h a s  b e e n  f a r  m o r e  c o n -
s t r u c t i v e  s i n c e  G o v e r n o r  S c h w a r z e n e g g e r
t o o k  o v e r  i n  l a t e  2 0 0 3 ,  w e  t h i n k  t h a t
t h i n g s  m a y  g e t  e v e n  b e t t e r .  T h e  C P U C  i s
c u r r e n t l y  c o n s i d e r i n g  a u t h o r i z i n g  s o m e  o f
t h e  p r o p o s a l s  i n c l u d e d  i n  t h e  W a t e r  A c t i o n
P l a n  o f  2 0 0 5 ,  w h i c h  w o u l d  s t r e a m l i n e  t h e
d e c i s i o n - m a k i n g  p r o c e s s  a n d  p e r h a p s  e v e n
e f f e c t i n g  a  w e a t h e r  n o r m a l i z a t i o n  c l a u s e .
W e  c u r r e n t l y  l o o k  f o r  e a r n i n g s  g r o w t h  o f
2 4 %
S t i l l , c o m p a n y  h a s  b e e n  a g g r e s -
s i v e l y  l o o k i n g  t o  i n c r e a s e  i t s  e x p o s u r e

(B) Dividends historically paid in early March.
June, September, December. I Div 'd rdnvest-
ment plan available.
(C) In millions, adjusted lot splits.
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(A) Primary  earnings .  Exc ludes nonrecurr ing
gains: '91, 73¢, '92,  13¢,  '04,  14¢,  '05,  25¢,
'06, B¢. Next earnings report due early Novem-
ber.
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VALUE
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TIMELINESS 3 Raised 10l26l07

SAFEW 3 Lowered 7l27l07

TECHNICAL 3 Raised 8l17l07
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2010-12 PROJECTIONS
Ann'l Total
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1 0 %
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Gain
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8.5

42.a
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INDEX
157
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5 yr
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shares
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9
6
3
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1 9 9 1 1992 1993 1994 1995 1996 1997 1 9 9 8 1 9 9 9 2000 2001 2002 2003 2004 2005
11.18

1.98

1.21

.90

12.29
1.92
1.09
.93

13.34
225
1.35
.96

12.59
2.02
1.22
.99

13.17

2.07

1.17

1.02

14.48

2.50

1.51

1.04

15.48

2.92

1.83

1.06

14.76

2.60

145

1,07

15.96

2.75

1.53

1.09

15.16
2.52
1.31
1.10

16.25
2.20
.94

112

17.33

265

1.25

1.12

16.37
2.51
1.21
112

17.18
2.83
1.46
1.13

17.44
3.03
1.47
1.14

303
10.35

3.09
10.51

2.53

10.90

2.26
11.56

2.17

11.72

2.83
12.22

2.61
13.00

2.74
13.38

3.44
13.43

2.45

12.90

4.09

12.95

5.82

1312

4.39
14.44

3.73

15.65

5.14

15.79

11.38 1138 11.38 12.49 12.54 12.62 1262 12.62 12.94 15.15 15.18 15.18 15.93 18.37 18.39
11.2

.12

6.6%

14.1

.86

61%

13.6
.80

5.2%

14.1
.92

5.8%

13.7
.92

6.4%

11.9

.75

5.8%

12.6

.73

4.6%

17.8

.83

4.2%

17.8

1.01

4.0%

19.6
1.27

4.3%

27.1

1.39

4.4%

19.8
1.08

4.5%

22.1
1.25

4.2%

20.1
1.06

3.9%

24.9
1.33

3.1%

2006
16.20

2.71

1.34

1.15

5.05

18.15

20,66

29.2

158

2.9%

334.7

25.6

37.4%

10.6%

43.5%

55.9%

670.1

941.5

5.2%

6.8%

6.8%

2007
17.60

3.20

1.55

1.16

4.35
19.05
21.00

Bold fig
Value
destin

370
33.0

41.0%

Nil

44.5%

55.0%

730

1000

6.0%

8.5%

8.5%

2008 © VALUE LINE PUB., INC
18.60

3.45

1.75

1.17

Revenues per sh

"Cash FloW" per sh

Earnings persh A

Div'd Decl'd per sh8 l

21.30

3.90

2.15

1.20

4.50

19.55

Cap'I Spending per sh

Book Value per shc

4.35

21.30

21.50 Common Shs0utst'g D 23.00

IFES are

Line

Otes

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'l Div'd Yield

21.0

1.40

2.7%

395
38.0

Revenues ($miII)
Net Profit ($mill)

490

50.0

41.0%

Nil

Income Tax Rate
AFUDC % to Ne! Profit

41.0%
Nil

46.5%

53.0%

Long-Term Debt Ratio

Common Equity Ratio

48.5%
51.0%

790
1060

Total Capital ($milI)
Net Plant ($mill)

965
1240

6.0%

9.0%

9.0%

Return on Total Cap'l

Recur on Shr. Equity

Return on Com Equity

7.0%

10.0%

10.0%

CAPITAL STRUCTURE as of 6/30/07
Total Debt $293.1 mill. Due in 5 Yrs $12.0 mill.
LT Debt $291.3 mill. LT Interest$21 .0 mill.

(LT interest earned: 3.7x, total inf, coy.: 3.6x)

Pension Assets-t2I06 $78.4 mill.
Oblig. $109.1 mill.

Pfd Stock $3.5 lTlill. Pfd Div'd $.15 mill.
139,000 shares, 4.4% cumulative ($25 par).

CommonStock 20,666,459 she.
as of s/1107
MARKET CAP: $850 million (Small cap)

2006 6/30/072005

9.5
42.7
52.2
36.1

1.1
39.6
76.8

361%

29.8
50.3
80,1
38.0

1.8
32.5
72.3

380%

60.3
493

109.5
33.1

1.8
35.3
70.2

317%

CURRENT POSITION
($mlLL.)

Cash Assets
Other
Current Assets
Accts Payable
Debt Due
Other
Current Liab.
Fix. Chg. Cov.

Est'd '04-'06
to '10-'12

4.0%
5.5%
7.0%
1.0%
4.5%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Eamings
Dividends
Book Value

Past
5Yrs.

1.0%
3.0%
2.5%

.5%
5.0%

Pas!
10 Yrs.

2.5%
2.5%
1.0%
1.0%
3.5%

Cal-
endar

0UARTERLV REVENUES ($ mill.)
Mar.81 Jun.30 Sep.30 Dec.31

Full
Year

2004

2005

2006

2007

2008

88.9

81.5
81,1

95.8

97.1

101.1

107.8

117.6

126

60.2

60.3

65.2

71.6

76.0

69.4

77.8

80.6

85.0

92.0101

315.6
320.7
334.7
370
395

Cal-
endar

EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
Full
Year

2004

2005

2006

2007

2008

.59

.41

.31

.37

.08

.03

. M

.07

.10 .45

.59

.11

.68

.76

.oz

.20

.32

.31

.35

.38

1.45

1.47

1.34

1.55

1.75

Cal-
endar

QUARTERLY DIVIDENDS PAID Bl
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2003

2004

2005

2006

2007

.281

.283

.285

.2875

.281

.283

.285

.2875

.290

.281

.283

.285

.2875

.290

.281

.283

.285

.2875

.290

1.12

1.13
1.14

1.15

195.3
23.3

185.3

18.4

206.4

19.9

244.8

20.0

246.8
14.4

263.2
19.1

277.1

19.4

315.6
260

320.7
27.2

37.4% 36.4% 37.9% 42.3% 39.4% 39.7% 39.9%

10.3%

39.6%
3.2%

42.4%

3.3%

45_4%

53.5%

44.2%

54.7%

46.9%

52.0%

48.9%
50.2%

50.3%

48.8%

55.3%

44.0%

50.2%
49.1%

48.6%

50.8%

483%

51,1%

306_7

450.4

308.6
478.3

333.8
515.4

388.8
582.0

402.7

624.3

453.1
697.0

498.4
759.5

565.9
800.3

568.1

862.7

9.4%

13.9%

14.1%

7,8%

10.7%

10.8%

7.8%

112%

11.4%

6.8%

10.0%

10.1%

5.3%

7.2%

7.2%

5.9%

9.4%

9.5%

5.6%

7,8%

7.9%

6.1%

8.9%

9.0%

6.3%
9.3%
9.3%

6.0%
58/o

2.8%

74%

3.5%

70%

1.8%

82%

NMF
119%

1.0%
90%

.7%

91%

21%
77%

2.1%

78%

1.0%
86%

2.0%

74%

3.5%

66%

Retained to Com Eq

All Div'ds to Net Prof

4.5%
55%

Corp. (11100). Revenue breakdown, '06: residential, 70%, business,
18%, public authorities, 5%' industrial, 5%, other, 2%. '06 reported
depress. rate: 33%. Has roughly B70 employees. Chairman: Robert
W. Foy. President & CEO: Peter C. Nelson. Inc.: Delaware. Ad~
dress: 1720 Nor lf First Street, San Jose, California 95112-4598.
Telephone: 408-367-8200. Internet: wvlnn.calwater.com.

BUSINESS:California Water Service Group provides regulated and
nonregulated water service to over 2 miII'on people (483,900 cus-
tomers) in 83 communities in California, Washington, New Mexico,
and Hawaii. Main service areas: San Francisco Bay area,
Sacramento Valley, Salinas Valley, San Joaquin Valley & parts of
Los Angeles. Acquired National Utility Company (5l04), Rio Grande

i n a w e a t h e r  n o r m a l i z a t i o n  c l a u s e .  T h a t
s a i d ,  w e c u r r e n t l y  l o o k  f o r  e a r n i n g s
g r o w t h of 1 5 % - p l u s  t h i s  y e a r .
C a p i t a l  r e q u i r e m e n t s  p o s e  a  p r o b l e m ,
t h o u g h . I n f r a s t r u c t u r e  c o s t s  h a v e  c l i m b e d
c o n s i d e r a b l y  s i n c e  t h e  s t a r t  o f  t h e  d e c a d e
a n d  a r e  l i k e l y  t o  r e m a i n  h i g h  f o r  t h e
f o r e s e e a b l e  f u t u r e ,  g i v e n  t h e  i n f r a s t r u c -
t u r e  r e p a i r s  a n d  m o r e  s t r i n g e n t  E P A  r e -
q u i r e m e n t s  t h a t  h a v e  a r o s e .  H o w e v e r ,  C a l -
i f o r n i a  i s  i n  n o  s h a p e  t o  m e e t  t h e s e  c h a l -
l e n g e s o n i t s  o w n ,  w i t h  l e s s  t h a n  $ 3 0  m i l -
l i o n  i n  c a s h  o n  t h e  b a l a n c e  s h e e t  a t  t h e
e n d  o f  t h e  m o s t  r e c e n t  q u a r t e r .  A s  s u c h ,
C W T  w i l l  p r o b a b l y  h a v e  t o  i s s u e  m o r e
s h a r e s  a n d / o r  d e b t  i n  o r d e r  t o  f o o t  t h e  b i l l .
W e  l o o k  f o r  i n c r e a s e d  i n t e r e s t  e xp e n s e  a n d
a  h i g h e r  s h a r e  c o u n t  t o  s l o w  e a r n i n g s
g r o w t h  a  b i t  i n  2 0 0 8 .
I n v e s t o r s  h a v e  b e t t e r  o p t i o n s  e l s e -
w h e r e .  C a l i f o r n i a  s h a r e s  h a v e  a p p r e c i -
a t e d  1 3 %  s i n c e  o u r  J u l y  r e p o r t :  a n d  a r e
n o w  t r a d i n g  w e l l  w i t h i n  o u r  2 0 1 0 - 2 0 1 2
T a r g e t  P r i c e  R a n g e .  M e a n w h i l e ,  t h e  i n -
c r e a s e  i n  s h a r e  p r i c e ,  c o u p l e d  w i t h  t h e
c a p i t a l  c o n s t r a i n t s  w e  e n v i s i o n ,  l i m i t  t h i s
i s s u e ' s  d i v i d e n d  y i e l d .
A n d r e  J C o s t a n z a O c t o b e r  2 6 ,  2 0 0 7

C a l i f o r n i a  W a t e r  S e r v i c e  G r o u p i s
d o i n g  w e l l . T h e  w a t e r  u t i l i t y  p r o v i d e r
r e p o r t e d  e a r n i n g s  o f  $ 0 . 3 7  a  s h a r e  i n  t h e
s e c o n d  q u a r t e r ,  1 9 %  b e t t e r  t h a n  l a s t  y e a r .
R e v e n u e s  i n c r e a s e d  1 8 % ,  t o  $ 9 6  m i l l i o n
t h a n k s  t o  f a v o r a b l e  w e a t h e r  c o n d i t i o n s
a n d  h i g h e r  u s a g e  r a t e s .  E a r n i n g s  c o m -
p a r i s o n s  w o u l d  h a v e  b e e n  e v e n  b e t t e r  i f
n o t  f o r  h i g h e r  w a t e r  p r o d u c t i o n  a n d
m a i n t e n a n c e  c o s t s .
P o s s i b l e  c h a n g e s  t o  t h e  r e g u l a t o r y
p r o c e s s  a u g u r  w e l l  f o r  t h e  c o m p a n y
g o i n g  f o r w a r d . C a l i f o r n i a  W a t e r  f i l e s
g e n e r a l  r a t e  c a s e s  t o  r e c o v e r  n o n o p e r a -
t i o n a l  c o s t s  f o r  e i g h t  d i s t r i c t s  e v e r y  y e a r ,
m a k i n g  i t  d e p e n d e n t  o n  t h e  C a l i f o r n i a
P u b l i c U t i l i t i e s C o m m i s s i o n ( C P U C ) ,
w h i c h  i s  i n  c h a r g e  o f  k e e p i n g  a  b a l a n c e  b e -
t w e e n  c o n s u m e r s  a n d  u t i l i t y  c o m p a n i e s
o p e r a t i n g  i n  t h e  C o l d e n  S t a t e .  H o w e v e r ,
t h e  b o a r d  h a s  r u l e d  t h a t  t h e  c o m p a n y  c a n
n o w  f i l e  o n e  G R C  f o r  t h e  e n t i r e  c o m p a n y
e v e r y  t h r e e  y e a r s  b e g i n n i n g  i n  2 0 0 9 ,
w h i c h  s h o u l d  h e l p  t o  r e d u c e  p o t e n t i a l  r e g -
u l a t o r y  l a g .  A u t h o r i z a t i o n  o f  o t h e r  p a r t s  o f
t h e  W a t e r  A c t i o n  P l a n  w o u l d  f u r t h e r
s t r e a m l i n e  t h e  f i l i n g  p r o c e s s  a n d  p o s s i b l y
e v e n  r e d u c e  e a r n i n g s  v o l a t i l i t y  b y  i n v o k -

(B) Dividends historically paid in mid-Feb.,
May, Aug., and Nov. l Div'd reinvestment plan
available.

$69.5 mill. B++
70
75
70

c) Incl. deferred charges. In '06:
3.36lsh.

(D) In millions, adjusted for split

Company's Financial Strength
Stock's Prlce stability
Price Growth Persistence
Earnings Predictability

-

ill IIIIIII
'I0-12

(A) Basic EPS. Excl. nonrecurring gain (loss):
'00, (7¢), '01, 4¢; 02, B¢. Next earnings report
due early November.
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THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN No pan I
of itmaybe reprmiucen, resold, stored or transmitted in any printed. eiecironic or other rum, service Ur product.

1T1is subIication is stficlly for subscriber's own, nowcommerdal, internal use.
Ur use for generating or marketing any primed or electronic publication.
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SOUTHWESTWATERNDQ-SWG 12.64
RECENT
PRICE

30.8
21.0)

PE
RATIO 29.4(:.':3:,2 1.60

RELATIVE

PIE RATIO

DIV D
YLD 2.1%

VALUE
LINE

TIMELINESS 3

3
Raised8/31/07

SAFETV New 10l2Bl05

TECHNICAL 4 l.IJw9r&d10l26I0ll

BETA .go (1.00=Markel)

Price
1 8
1 2

H'gh
Law

Ann'l Total
Return
1 0 %

1 %

2010-12 PROJECT IONS

Gain
( + 4 0 % l

( - 5 %

I n s i d e r  D e c i s i o n s

D J F M A M J J A
0 0 0 1 0 1 0 0 0
0 0 1 2 1 2 0 0 1
1 1 1 1 1 2 1 1 2

to Buy
Options
toSell

I n s t i t u t i o n a l  D e c i s i o n s

4412006 102007 2q2007
4 0 34 3 3
16 2 6 2 9

10780 11936 12590

to Buy
to Sail
Hlll's(000

9 . 2
3 . 6

8 . 3
5 . 1

1 0 . 2
6 . 9

1 2 . 4
7 . 6

11 . 2
8 . 1

1 4 . 3
1 0 . 3

15 . 2
9 . 0

19_1
1 0 . 8

1 6 . 4
12 . 1

I -for-3
I I

I f A II.. | 111111
. l

. Lu I 1. 1l+l1l
-z t ..

F ._ ,JI I

2 0 1 1

I . |  . I  l l  r ' I
I

l ' l  |
J
/=.

1Ii\='»._| I ~¢

|I
101 |

..ll
I

II
I I I

I I I I vIII ll | I'll\! i I ll I Ill I I l l  I I

1991 1992 1993 1994 1995 1996 1997 1998 199g 2000 2001 2002 2003
3.34

.28

.02

,18

3.77

M

.19

.18

4.03

.38

.08

.14

4.20

.38

.09

.08

4.84

.44

.12

.OB

5.31

.46

.15

.09

5.81

.53

.21

.09

5 6 3

.59

.25

.10

6.16

.85

.31

.11

7,49

,76

.38

.13

8.15

.87

.42

.14

9.12

.86

.39

15

10.70

.91

M

.18

3 9

2.41

.42

2.42

.80

2.31

.72

2.31

.84

2 4 5

.95

2.40

.74

2.52

.79

2.70

.53

3.05

.55

3.44

1.06

3.84

1.78

4.27

1.14

4.90

11.60 11.80 11.97 12.13 11.74 12.45 12.65 12.83 13.12 13,99 14,17 14.35 16.17

NMF

NMF

5.5%

14.5

.88

6.6%

35.8

2.11

4.7%

22.3

1.48

4.2%

14.6

.98

4.7%

16.5

1.03

3.4%

16.9

.97

2.7%

17.2

.89

2.3%

19.6

1.12

1.8%

1 7 0

1.11

2.0%

19.B

1.01

1.7%

24.8

1.35

1.5%

21.2

1.21

1.7%

8.80

.95

.40

.24

9.40

1.10

.50

. 26

Revenues per  sh

"Cash Flow" per  sh

Earnings per  sh A

Div'd Decl 'd per sh B

11.00

1.40

.10

. 34

1.90

7.60

1.95

8.45

Cap'I  Spending per sh

Book Value per sh D

2.05

1o.50

25.00 26.W Common She 0utst'g c 30.00

Bold ft
Value
destin

res are
Line
Otes

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'l Div'd Yield

21.0

1.40

2.3%

220

10.0

245

14.0

Revenues ($mill)

Net Profit ($mill)

330

22.0

36.0%

11.5%

36.0%

12.0%

Income Tax Rate

AFUDC % to Net Profit

35.5%

12.5%

44.0%

56.0%

44.0%

56.0%

Long-Term Deb! Ratio

Common Equity Ratio

43.5%

56.5%

340

450

4.0%

380

510

5.0%

Total Capital ($milI)

Net Plant ($rnilI)

Return on Total Cap'l

560

750

5.0%

6.0%

6.0%

6.0%

6.0%

Recur  on Shr .  Equit y

Return on Com Equity

7.0%

7.0%

CAPITAL STRUCTURE as of  6/30/07

Total Debt $145.1 mill.  Due in 5 Y rs $60.0 mill.

L T De b t $143.6 mm. LT Interest $8.4 mill.

(Total interest  coverage: 2.7x) (46% of Cap'l)

Leases,  Uncapitalized: Annual rentals $6.7 mill.

Pension Liability None

Pf d Stock $.458 mill. Pfd Div'd $.012 mil l .

Common Stock 24,174,120 she.

a s of 0/3/07

MARKET  CAP:  $300 million (Small Cap)

2 0 0 5 zo o s 6/30/07

2 . 9
2 9 . 4

4 . 3
2 7 . 5

3 . 0
2 6 . 5

CURRENT  POSIT ION
($mlLL.)

Ca s h As s e t s
Re c e i va b le s
I nve nt o r y  ( Avg  Cs t )
O t he r

Cur r ent  As s e t s

Acc t s  Payab le
D e b t  D ue
O t he r

Cun' ent  L iab .

1 8 . 2

4 7 . 7

1 0 . 0
9 . 5

2 1 . 1

4 0 . 6

1 6 . 5

4 8 . 3

1 2 . 7
1 . 4

2 1 . 7

3 5 . 8

1 3 . 5

4 5 . 8

9 . 1
1 . 5

2 1 . 5

3 2 . 1

ANNUAL  RAT ES
of change (per sh)
R e v e nue s
" C a s h F l o w "
E a m i n g s
D i v i d e nd s
B o o k  V a lue

Pa s \
10 Yrs.

7 . 0 %
6 . 0 %

1 0 . 5 %
9 . 0 %

1 0 . 5 %

Est ' d  ' 04- ' 06
to '10-'12

3 . 0 %
1 0 . 5 %
1 4 . 0 %

9 . 5 %
8 . 0 %

P a s t

5 Yrs.
5 . 0 %
0 . 5 %

- 2 . 5%
9 . 0 %

1 3 . 5 %

Cal-
endar

QUARTERLY REVENUES (s mill.)

M a r . 3 1  J un . 3 0  S e p . 3 0  D e c . 3 1
Full
Year

2004

2005

2006

2007

2008

45.7

51.3

55.4

55.0

61.0

55.0

54.7

60. 1

60 . 0

62 . 0

47. 5

52.0

57.9

56.9

65 . 0

39.8

45.2

50.8

48.1

57.0

188.0

203.2

224.2

2 2 0

2 4 5

Cal-
endar

EARNINGS PER SHARE A

M ar . 31  J un.  30 Sep. 3 0  De c .  3 1
Full
Year

2004

2005

2006

2007

2008

.11

. 14

. 16

. 1 5

. 1 8

d.01

. 06

. 13

. 1 3

. 1 1

. 13

. 15

. 08

. 09

. 1 5

d.01

. 03

. 03

. 0 6

. 23

. 34

. 40

. 40

. 50

Cal-
endar

QUARTERLY DIWDENDS PAID B

Mar.31 Jun . 30  Sep . 30 Dec. 31
Full
Year

2003

2004

2005

200s

2007

.044

. 048

.052

. 058

. 04

. 044

. 048

. 052

. 058

. 04

. 044

.048

.052

.058

. 04

.044

.048

.052

.058

. 16

.18

. 20

. 21

71.0

2.6

72.2

3.4

80.9

4.2

104.7

5.4

115.5

6.2

130.8

6.0

173.0

7.2

41.5% 39.5% 39.0% 37.0% 3s.0°..

14.4%

34.9%

3.2%

35.9%

47.9%

51.3%

48.7%

50.5%

45.2%

541%

48,8%

50.7%

51.4%

4 5 2 %

56.7%

42.9%

47.9%

5 1 8 %

62.2

102.1

6.8%

68.5

109.2

7.1%

73.9

1 1 3 ]

7.6%

95.0

157.8

7.5%

113.0

171.1

7.6%

142.8

203.9

5.8%

152.8

219.5

6.2%

8.0%

8.1%

9.5%

9.5%

10.3%

10.4%

11.1%

11.1%

11.4%

11.4%

9.7%

9.7%

9.0%

9.1%

4.5%

45%

6.0%

38%

7.0%

33%

7.8%

31%

7.8%

32%

6.3%

36%

5.8%

36%

.8%

78%

2.1%

58%

2.6%

54%

2.0%

51%

3.0%

51%

Retained to Com Eq

All Div'ds to Net Prof

3.5%

M %

BUSINESS: Southwest  Water  Company provides a broad range of

se r vices  inc lud ing  w a t e r  p r oduc t ion,  t r ea t ment  and  d is t r ibut ion,

w ast ew at er  co l lec t ion and t reat ment ;  ut i l i t y  b i l l ing and co l lec t ion,

ut i l i t y  inf r as t r uc t ur e  cons t r uc t ion management ,  and  pub l ic  w or ks

services.  I t  operates  out  of  tw o groups,  Ut i l i t y  (38% of  200B rave

hues)  and Services (62%) Ut il it y  owns and manages rate~regulated

pub l ic  w a t e r  ut i l i t i e s  in Ca l i f o r nia ,  New  M exic o ,  O k lahoma ,  and

T e xa s .  S e r v i c e s  d o e s  mo s t l y  ma int e na nc e  w o r k  o n a  c o nt r a c t

b a s is .  O f f .  &  D i r .  o w n 6 . 3 %  o f  c o m.  s he ,  S t e in Ro e  inve s t me nt

Council,  9.7% (4107 proxy) .  CEO and Chairman:  Mark Swatek.  Inc. :

DE.  Addr . :  One Wilshire Building,  624 S.  Grand Ave.  Ste.  2900,  Los

Angeles,  CA 90017.  Tel. :  213»929-1800.  Internet :  wwwswwc.com,

Earnings over the next few years will
be helped by recent acquisitions. A
few months ago, it purchased Diamond
Water Company, which provides water
services to more than 7,500 residents near
San Antonio. This purchase helped SWWC
expand its market reach and customer
base. In sum, the acquisition of Diamond
Water, combined with cost savings from
its restructuring initiatives, will likely
lead to share net of $0.50 in 2008, 25%
better than our estimate for this year.
The company continues to seek more
purchases. Although it has already com-
pleted a few purchases this year, we be-
lieve it remains committed to bolstering its
market reach to new areas of the U.S. In
our view, it could afford to make a couple
more small acquisitions this year.
These neutrally ranked shares are not
particularly attractive at this time.
Poor results at the Services Group will
likely lead to flat share earnings this year.
Also, although Southwest possesses solid
long-term growth prospects, it is already
trading within our projected Target Price
Range for the 2010-2012 period.
Ian Gentler October 26, 2007

We have lowered our 2007 share-net
estimate for Southwest Water by a
nickel. The decrease mostly stems from
the company's June-period financial re
suits. For the quarter, due to weak reve-
nues from the Services Group division,
share earnings came in at just $0.09, a few
pennies below our estimate and flat when
compared to the year-earlier figure. For
the recently-completed September interim,
we expect that the Services Group's strug-
gles persisted because the weak housing
market probably continued to limit con-
struction and repair opportunities. All
told, for the year, we now estimate that
Southwest will post share earnings of
$0,40, the same as 2006's tally However,
The situation should improve in 2008.
By then, we believe that the company's
restructuring initiative will likely be com-
pleted. Management is currently introduc-
ing a new integrated operating system,
which should reduce expenses. Also, it has
renegotiated some lower-margin contracts
and replaced some of its workforce. These
various actions will likely help widen the
operating margin by 50 to 100 basis points
next year, In addition,

Target Price Range

( A )  D i lut ed  ea r nings .  Exc ludes  nonr ec uning
gains ( losses):  '00,  (3¢),  '01,  (5¢), ' 02 , 1¢,  '05
(23¢) .  Next  earnings repor t  due mid-Nov
(B)  Dividends histor ically paid in la te January

@ 2001, Value line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of a
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN. Tons publlcatron is strictly for subscriber's own, non~comrnercial, internal use .
Rf it may be reproduced, resold, stored or transmitted in any printed, dectranil: or other lure. Ur used for gaierating or marketing any primed or electronic publication, service or product



AQUA A WERICA NYSE-WTR
RECENT
PRICE 22.86

PIE
RATIO 26.3(I.':2::s§33;§) 484144, 1.43

DIV D
YLD 2 . 2 %

VALUE
LINE

4
3

TIMELINESS Raised3/9/07

S AF E W L0wered8/1/03

TECHNICAL 3 Raised'll13I0II

BETA .85 (1.00 Market)

2010-12 PROJECTIONS
Ann'l Total

Return
9 %

- 2 %

Price
3 0
1 9

Gain
( + 3 0 %;
( - 1 5 %

H'gh
Law

in s id e r  D e c ls lo n s

to Buy
Options
tn Sell

D J F M A M J J A
0 0 0 0 0 0 0 0 0
2 0 1 0 0 2 0 2 3
2 0 1 0 0 2 0 2 2

291001
109
109

64821

Institutional Decisions
mow 1q10ll7

toBy 122 108
to Sell 91 95
HId's( pal 51814 56295

High :
Low:

5.7
3.9

8.5
4.4

11.5
7.6

12,0
6.3

14.8
9.4

15.0
9.6

16.8
11.8

18.5
14.2

29.2
17.5

29.8
20.1

26.6
205

4.lor-
1

r-4 11 I'
III

| .
or 4 l. 1111

5. fowl l ll

1 JJ ' vIII
.

In 'l l '

l'll,,l

IIIIII '| lIIIIII
Ill" I |  I

2011

4-for-3 split 1/98

5-for-4 split 12/01

4for-3 splxl 12/05
Yes

LEGENDS
1150 x Dividalds I' sh
dlvIdqd brIn\e1es Rate
Relative Ice Snrengih

3for.2 split l̀l9B

5-l0v-4 split 12/00

5-for~4 split 12/03

Onions: . .
hadedareamdlhatesrecession

I
I ll ,c

•

on

% Tot  RETURN9/07
THIS VLARITH.

STOCK INDEX
5.5 15.7

44.5 50.1
106.8 157.0

1 yr
3 yr
5 yr

'Q 1111.
*

I

no ..

..~1

I.»||o||I-

Percent
shares
traded

15
10
5

l  |

fr iisill H\l I

ally In II 11111 I l l l l l l l |  lm l ln AlI II I II IIII I I
200s °vALus UNE PUB., mc 1 a - 1 2

w e

1.60

.so

.55

Revenues per sh

"Cash Floor" psi sh

Eamlngs par sh A

Dlv'd Ded'd per sh 51

5.35

1 . w

1.05

.70

2.15
u s

Cap'l Spending w sh
Book Value pa' sh

zap
9.30

135.00 Common Shs0u\d'g c 140.00

Y u a n
U m
:Mn

Avg Ann'I PIE Ratio

Rlrlltiv l PIE Roda

Avg Ann'I Div'd Yield

23.0

1.55

2.9%

650
12a

Revenues (swim
numm ($mlII)

750

150

39.0%

2.0%

Income Tax Rah

AFUDC as10 Net Flullt

39.0%

m a x

510%

48.0%

Long-Tem Debt Rollo

Common Equity Ratio

51.0%

49.5%

2110

z1s0

nm Capllal (sun
nu mm (small

2550

1500

7.0%

11.5%

11.5%

Ratum on Teal Cap'I

Rot um on Shh Equity

Recur on Com Equlty

7.5%

11.5%

11.5%

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
2.14

.45

.25

.19

1.82

.39

.24

.20

1.10

.42

.24

.21

1.a2

.42

.25

.21

1.84

.47

.29

.22

1.86

.50

.30

.23

2.02

.56

.34

.24

2.09

.61

.40

.26

2.41

.12

.42

.27

2.46

.76

.41

.za

2.70

.86

.51

.30

2.85

.94

.54

.32

2.91

.96

.51

.as

3.48

1.09

.64

.37

a.as

1.21

.11

.40

.54

2.01

.60

2.09

.47

2.29

.46

2.41

.52

2.46

. i s

2.s9

.58

2.84

.82

3.21

.90

3.42

1.16

3.85

1.09

4.15

1.20

4.as

1.32

5.34

1.54

5.89

1.84

6.30

41.42 51.20 59.40 59.77 63.74 65.75 67.41 12.20 106.80 111.82 113.97 113.19 123.45 127,18 128.97

10.8

.69

7.2%

12.5

.76

6.8%

14.4

.as

5.9%

13.5

.89

6.0%

12.0

.80

6.2%

15.6

.so

4.9%

11.a

1.03

3.9%

22.5

1.17

2.9%

21.2

1.21

3.0%

18.2

1.18

3.3%

23.6

1.21

2.5%

2s.s

1.29

2.5%

24.5

1.40

2.5%

25.1

1.33

2.3%

31.8

1.69

1.8%

2006
4.03

1.25

.70

.44

2.05

6.96

132.33

34.7

1.81

1.8%

533.5

92.0

39.6%

2.0%

51.8%

48.4%

1904.4

2506.0

6.4%

10.0%

10.0%

2007
4.55
1.45
. n
. a

2.10

1.15

134.00

Bold01
vu
mM

510

105

39.5%

2.0%

51.0%

49.0%

1970
m o
7.0%

11.0%

11.0%

CAl*lTAL STRUCTURE as Of shaun
nun Debt s1074.a mol. DUI In s Yrs $150.0 mill.
LT Debt $1040.1 mill. LT lntenest $66.0 mill.
(LT interest earned: 3.6x, Molal interest coverage:
3.4x) (52% of Cap'l)

Pension Assets-12/05 $126.5 mil.
oblong. $11a.a mill.

Pfd Stock None
Common s¢¢d¢ 132,967,789 shares
a s  M 1 n m 1

MARKET CAP: sa.o bllllon (Mld CIP)

200s 680 /07zoos

1 1 . 9
62 .7

7 .8
7 .6

90 .0

55 .5
163.1

44 .7
263 .3

3 7 1 %

4 4 . 0
1 2 . 1
10 .2

8 .4
1 3 4 .7

4 9 . 4
150.4

55 .8
255 .6

3 6 0 %

11 .5
89.4

9 .9
8 .3

119.1

26 .7
34 .2

223 .9
284 .8

3 6 0 %

CURRENT POSITION
(W ILL)

Cash Assets
IReceivablAs c  )
inventory k g  s t

Other
CunentAssets

Adds Payable
Debt Due
Other
Current Liab.

F ix . Ch g . Cu v .

Past
Yrs.
8 . 5 %
9 . 0 %
8 . 0 %
7 . 0 %

1 1 . 0 %

Est'd '04-'os
It 110-'12

6 . 0 %
7. 0%
7 . 5 %
9 . 5 %
6 . 5 %

ANNUAL nA'rEs
al change (per sh)
Rev enues
"Cash Flow"
Eamlngs
Div idends
Book Value

Past
10 Yrs.

7 . 5 %
1 0 . 0 %

9 . 0 %
6 . 5 %
9 . 5 %

Cal-
sndar

ouAmsnLv REVENUES is mill.)
Mar.31 Jun.30 Sep.30 Dec.31

F ull
Ye a r

2oo4

2005

zoos

2007

20oa

115.4

122.9

136.8

157.1

155

99.8

114.0

11a.0

137.3

145

120.3

136.8

147.0

165

185

106.5

123.1

1a1.1
150.6

155

442.0
496.8

533.5

610

650

Cal-
endar

EIRNINGSPERSHARE*

Mar.31  Jun .30  Sep.30 Dec.31
Full
Year

2004

2005

200s

2001

20os

.17

.1 1

.19

.24

.22

.13

.15

.13

.13

. zo

.20

.22

.21

.25

.24

.14

.1 1

.1 1

.LB

.24

.64

.11

.10

.so

9 0.

Cal-
endar

QUMTERLY DMDENDS PAID I l
llar.31 Jun.30 Sep.30 Dec.31

Full
Your

2003

2004

2005

200s

2001

.09

.09a

.107

.115

.084

.09

.098

.101

.115

.084

.09

.098

.115

.125

.084

.09

.098

.101

.115

.34

.37

.40

.44

136.2

23.2

151.0

28.8

257.3

45.0

215.5

50.7

307.3

5 &5

322.0

62.7

367.2

67.3

442.0

80.0

496.8

91.2

40.6% 40.5% 38.4% 38.9% 39.3% 38.5% 39.3% 39.4% 38.4%

2.9%

54.4%

44.a%

52.7%

46.6%

52.9%

46.7%

52.0%

47.a%

52.2%

47.7%

54.2%

45.8%

51.4%

48.6%

50.0%

50.0%

52.0%

4a.0%

421.2

534.5
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1135.4

901.1

1251.4
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1368.1

1076.2

14908

1355.7

1824.3

1497.3

2069.8

1690.4

2280.0

7.4%

11.9%

12.0%

7.6%

12.3%

12.4%

7.6%

12.2%

12.3%

1.4%

11.7%

11.7%

7.8%

12.3%

12.4%

7.6%

12.7%

12.1%

6.4%

10.2%

10.2%

6 1 %

10.7%

10.7%

6.9%

11.2%

11.2%

3.6%

70%

4.5%

64%

4.3%

65%

4.7%

60%

5.1%

59%

5.2%

59%

4.2%

59%

4.6%

57%

4.9%

56%

3.7%

63%

4.0%

63%

4.5%

64%

Retained to Com Et

A l l  we  m  Ne t  p m t

4.0%

66%

others .  W ater supply  revenues '06: res ident ia l.  60%, ccmmerdal.

14%, indus tr ia l a  o ther,  26%. Of f icers  and di rec tors  own 1.2% d

the common stodgy (4101 Proxy).  Chairman 6 Chief Executive of-

ficer: Nicholas DeBenedictis. Incorporated: Pennsylvania. Address:

762 West Lancaster Avenue, Bryn Mawr. Pennsylvania 19010. Tet-

ephone: 610-525-1400. Internet: www.aquaamerica.com.

BUSINESS: Aqua America ,  Inc .  i s  the  hading company  fo r  water

and wastewater ut i li t ies that genre approximately  2.8 mi llion res i-

dents  in Pennsy lvania,  Ohio, North Carolina, I llinois ,  Texas. New

Jersey ,  F lor ida .  Indiana.  and he o ther s ta tes .  Dives ted three o f

lour non-water bus inesses in '91,  te lemarket ing group in '93;  and

Others. Acquired AquaSource. 7/03, Consumers Water, 4/99, and

14 pur-

ers. Looking ahead, we expect that man-

quisitinns, and we assume that any addi-

Aqua likely posted share

sons, coupled with rate hikes in several
states,

sons should help Aqua increase its reve-
nues annually at a mid-single-digit rate.
Furthermore, additional rate hikes will
likely lead to the operating margin widen-
ing and help advance share earnings over
the next few years. In sum, we estimate
that annual share net wil l  advance by
5%-10% out to the 2010-2012 period.
These shares do not stand out for the
short  or  long term. Al though we es-
timate that Aqua America wt l register
14% and 13% share-net gains in 2007 and
2008, respectively, our Timeliness Rank-
ing System suggests that this issue will
lag the year-a ead market. In addition,
even though the company possesses solid
growth prospects out to 2010-2012, this
stock al ready t rades wel l  wi thin our
projected Target Price Range for that
timeframe, limiting appreciation potential.
That said, our earnings estimates would
likely be enhanced if WTR can complete
some more acquisitions over the next few
years. Lastly, although Aqua has raised its
quarterly dividend every year over the
past decade, income-oriented investors can
probably Lind better options elsewhere.
Ian Candler October 26, 2007

Aqua America continues to be active
on the acquisi t ion f ront .  So far  this
year, the company has completed
chases that have expanded its reach to
new areas of Texas. Pennsylvania. Illinois,
and Florida. These additions have also
added approximately 35,000 new custom-

agement will continue to aggressively seek
further expansion opportunities. Aqua pos-
sesses a good track record in regards to ac-

tional purchases would benefit revenues
and profits over the next few years.
The com pany wi l l  soon release i t s
September-period financial results.
For the quarter,
earnings of $0.25, almost 20% better than
the year-earlier period. Its recent acquisi-

likely led to the strop results. We
expect that the company will Ge able to im-
plement additional rate hikes over the
next few months, and for the year Aqua
will l ikely register a share-net gain of
about 14%. Looking ahead,
The prospects for 2008 and beyond ap-
pear solid. In our view, recent acquisi-

sons: '96, 2¢. NM earnings report due early
Jan.
(B) Dividends historically paid in early March,
June. Sept. a Dec. l Div'd. reinvestment plan

available (5% discount).
(C) In millions, adjusted lot stuck splits.

B+
90
80

100

Company's Financial Stnnglh
Stock's Price Stablllty
Price Growth Perslstanoo
Eamings Predidihility

11_5
7.2

Target Price Range
2010 2012

64

48
40
32

24
20
16

12

| . . . . I'1' 8
-6

(A) Primary shares outstanding through '95,
diluted Hereafter. End. nor rec. gains (losses):
'91, (34¢). '92, (38¢), '99, (11¢)_ '00, 2¢. '01,
2¢; '02, 5¢; '03, 4¢. Excl. gain from disc. opera-
© 20o7, Value Line Publishing? Inc. All rights resented. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind
THE PUBLISHER IS NOT RE PONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strialy for subscriber's own, non-commercial, internal use. No part
nl it mayhereproduced, resold, stored or transmitted in any printed, demonic or other form, or used for generating or marketing any printed or electronic publication. service or productI







Composite Statistics: Natural Gas Utility

2003 20o4 zoos 2006 2007 2008 10-12
29981
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41399

1788.8

41401

1823

44500
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46500

2150
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Net Profit ($mill)

sauna

2800

37.4%

4.7%

35.7%

4.6%

35.8%

4.3%

364%

4.4%

ss,0%

4.6%

36.0%

4.6%

Income Tax Rate

Net Profit Margin

36.0%

4.8%

55.9%

43.7%

53.2%

451%

50.7%

483%

520%

47.0%

51.0%

48.0%

51.0%

48.0%

Long-Term Debt Ratio

Common Equity Ratio

52.0%

46.0%

28436

31732

31268

32053

33911

35030

35357

35944

as7so

39000

38000

41000

Total Capital ($mili)

Net Plant ($mill)

42000

45000

64%

11.1%

112%

6.4%

10,4%

105%

68%

10.7%

10.8%

6.7%

10.7%

11.0%

7.0%

11.5%

11.5%

7.0%

11.5%

11.5%

Return on Total Cap'l

Return on Shr. Equity

Return on Com Equity

7.5%

12.0%

12.0%

4.1%

64%

4.0%

63%

4 4 %

59%

4.5%

59%

5.2%

60%

5.3%

60%

Retained to Com Eq

All Div 'ds to Net Prof

5.5%

60%

14.1

so

4.5%

15.6

.82

4.0%

ts.2

.87

36%

15.8

so

3.6%

Bold 5!
Vain
est

:Ares am
a Line
mares

Avg Ann'l PIE Ratlo

Relative PIE Ratio

Avg Ann'l Div 'd Weld

13.0

.85

4.6%

314% 308% 331% 315% 325% 325% Fixed Charge Coverage 325%
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The Natural Gas Utility Industry remains
ranked near the bottom of our industry spectrum
However, most of the companies have posted solid
earnings gains in recent months. Additionally,
they tend to offer an above-average dividend yield
and decent total return potential. Still, the major-
ity of these firms have below-average capital ap-
preciation potential over the 3- to 5-year pull

to any pending cases  with these firms . Recently, regula r
tors  ha ve  ha d a  tough tim e  finding ra te s  tha t s trike  a
ba lance between consumer and sha reholder interes ts . In
fact, shareholders  seem to be los ing out. This  has  caused
s om e  of the s e  bus ine s s e s  to  s e e  the ir ca s h  pos ition
tighten a s  they try to work with a  s ma lle r profit ma rgin

De s pite  the  a fore m e ntione d cha lle nge s ,  num e rous
compa nies  ha ve been trying to improve their opera tions
by e xpa nding or upgra ding the ir infra s tructure .  How
e ve r,  the s e  in itia tive s  will like ly p re s s u re  ope ra ting
m a rg ins  in  the  com ing  m onths ,  S till,  th is  m a y be  o f
in te re s t to  inve s tors  with  a  long-te rm  vie w, a s  the s e
e nha nce m e nts  will p roba b ly con tribu te  to  g rowth  in
2008 and beyond

Ac q u is it io n s
The  number of compa nies  in our Na tura l Ga s  Utility

Indus try ros ter ha s  declined from 15 to 13 s ince our la s t
report (two compa nies  were a cquired.) This  is  reflective
of the  ongoing  cons o lida tion  in  the  indus try.  The s e
compa nies  a re  ta rge ts  beca us e  of the ir ca s h-rich bus i-
nes s es . Additiona lly, utilities  tend to produce cons is tent
a nd s us ta ina ble  profit ga ins  a s  s e rvice  te rritorie s  e x
pond. Therefore, we believe the indus try will continue to
cons olida te  in the fores eeable future

No n re g u la te d  Ac t ivit ie s
Ma ny of thes e  utilitie s  ha ve  s m a lle r bus ines s es  tha t

a re unregula ted by s ta te commiss ions . These s econdary
bus ines s es  ca n provide  a n inte res ting mea ns  for thes e
firm s  to dive rs ify the ir re ve nue . More ove r, the s e  ye n
tore s  provide  a dditiona l fle xibility,  s ince  the  prim a ry
s trea m  of incom e  is  regula ted by the s e  com m is s ions
Some examples  of these bus inesses  include gas  market
in, ga s  s tora ge  for off-s ys tem cus tomers , a nd hea ting
ventila tion, a nd conditioning s e rvice  (HVAC). The  fa ct
tha t thes e  opera tions  ca n increa s e  s ha re  net is  nota ble
s ince  re tu rn  on  e qu ity is  s e t by the  re gu la to ry s ta te
commiss ions  (usua lly in the 10%-12% range). All told, we
be lieve  thes e  ventures  will not ove rta ke  the  core busy
nes ses  a s  the driver of t;hese firms  anytime soon

We a th e r
Uns ea s ona bly wa rm  or cold wea the r is  a  ris k to the

companies  in this  indus try. Any fluctua tions  tha t devia te
too fa r from  the  his torica l norm  ca n cre a te  vola tility,
which ma y ca us e  thes e  bus ines s es  to s tra y from the ir
s low, but cons is tent, growth. S ome utilities  a re  a ble  to
hedge their ris k by us ing wea ther-a djus ted ra te  mecha -
nis ms , which s ta bilize  res ults  when a typica l conditions
occur. Warmer wea ther conditions  a ffected many of the
compa nies  in this  indus try in recent months . Nota bly, it
a ppea rs  tha t ra te  m echa nis m s  a re  becom ing increa s -
ingly common in this  bus iness . As  such, inves tors  should
keep a n eye  out for a ny firms  tha t implement this  new
s tra tegy, if they a re  more interes ted in ta king a  pos ition
in  a  u tility tha t is  le s s  s ubje c t to  s e a s ona l s wings  in
ea rnings

Operating Environment
The companies in this industry have to settle rate

cases with the respective state commission when trying
to change their charges for service. Currently, most of
the rates for these utilities are set. However. one of
WCL's subsidiaries just negotiated a new rate with
Virginia, which is tentatively in effect while pending
approval. Additionally, Southwest Gasis expected to file
rate cases in California and Arizona in the near future.
A favorable rate can spur bottom-line gains, so the
investment community is usually paying close attention

Investment Considerations
Most of the stocks in this industry are not suitable

vehicles to achieve above-average capital appreciation
potential over the 3- to 5-year pull. What's more, this
industry is ranked in the bottom half of our industry
spectrum, thereby limiting its appeal for the coming six
to 12 months, However, these business do tend to offer
healthy dividend yields. In fact, the average yield here is
more than double the Value Linemedian of 1.8%. Con
sedative accounts may be interested in the industry's
stable business and attractive layouts, but should be
cautious when considering a position in the Natural Gas
Utility Industry given the current environment. Most
investors would do better to look elsewhere, due to the
limited potential of this sector

Richa rd Ga lla ghe r
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1.30
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37.7%
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51.9%
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12.9%
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CAPITAL STRUCTURE as of G/30/07
Total Debt $1883.0 mill.Due in 5 Y\'S $648.0 mill.
LT Debt$1544.0 mill. LT Interest$95.0 mill

(Total interest coverage: 3.8x)
Leases, UncapitalizedAnnual rentals$32.0mill.

Pension Assets~12IOG $375.0 mill.
Oblig. $454.0 mill.

Pfd Stock None
Common Stock 77695,018 she.
as of 112sl01

MARKET CAP: $3.1 billion (Mid Cap)

2005 2006 6/30/07

30.0
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20320
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CURRENT POSITION
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10.5%
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BUSINESS: AGL Resources, Inc. is a public utility holding compa-
ny, its distribution subsidiaries include Atlanta Gas Light, Chat-
tanooga Gas, and Virginia Natural Gas. The utilities have more than
2.2 million customers in Georgia, Wginia, Tennessee, New Jersey,
Florida, and Maryland. Engaged in nonregulated natural gas
marketing and other allied services. Also wholesales and retails

propane, Deregulated subsidiaries: Georgia Natural Gas markets
natural gas at retail. Acquired Virginia Natural Gas, 10100, Sold
Utilipro, 3101. Off.ldir. own less than 1.0% of common, Barclays
Global Investors, 5.0% (3107 Proxy). Pres. & CEO: John W. Somer-
halder II. Inc.: GA. Addr.: 10 Peachtree Place N.E., Atlanta, GA
30309. Tel.: 404-5B4-4000. Internet: www,aglresources.com.

AGL Resources continues to register
solid performance. Second-quarter reve-
nues increased roughly 7% compared to
the prior year. Operating margins widened
across each segment, and share earnings
advanced 60%. The Distribution segment
benefited from customer growth and in-
creased customer usage, due partly to
colder temperatures in April. Meanwhile,
the Wholesale Services business experi-
enced unrealized gains on storage and
transportation hedges from declining for-
ward NYMEX natural gas prices.
Looking forward, we anticipate mod-
est revenue growth at AGL for full-
year 2007. The company has reaffirmed
its bottom-line guidance of $2.75-$2.85 a
share for the current year. This assumes
normal weather and average volatility in
natural gas prices for the remainder of the
year. We anticipate share earnings will
come in at the midpoint of this range,
roughly 3% above the prior year's tally.
Share net will likely advance at about the
same clip in 2008.
S u b s i d i a r y  G o l d e n  T r i a n g l e  S t o r a g e
h a s  p l a n s  t o  b u i l d  a  n a t u r a l  g a s
s t o r a g e  f a c i l i t y  i n  B e a u m o n t ,  T e x a s .  I n

late June, it filed with the Federal Energy
Regulatory Commission seeking a certifi-
cate to construct and operate this project.
Construction will probably begin early
next year, following the receipt of regt
oratory permits. The project, which should
cost between $220 million and $260 mil-
lion, will initially offer 12 billion cubic feet
of working gas capacity in two un-
derground caverns. The first cavern is
likely to commence operations by early
2011, with the second coming on line in
2013. Golden Triangle will also build a
nine-mile pipeline to connect the storage
caverns with larger interstate and in-
trastate pipelines.
Shares of AGL Resources are ranked 4
(Below Average) for Timeliness. How-
ever, income-oriented accounts may find
this issue attractive, considering its
healthy dividend yield. Also, these good-
quality shares score high marks for Price
Stability Safety, and Earnings Predic-
tability. Nevertheless, the company's
growth prospects appear to be reflected in
the current quotation, and appreciation
potential is modest to 2010-2012.
MichaelNapoli, CPA September 14,2007

Target Price Range

(A) Fiscal year ends December 31st Ended
September 30th prior to 2002
(B) Diluted earnings per share. Excl. nonrecur
ring gains (losses): '95, ($0.83), '99, $0.39, '00
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organized
dis-

, Westem Ken-
Greeley

At nos Energy's history dates back to
1906 in the Texas Panhandle. Over the
years, through various mergers, it became
part d Pioneer Corporation, and, in 1981,
Pioneer named its gas distribution division
Energas. In 1983, Pioneer
Energas as a separate subsidiary and
tributes the outstanding shares of Energas
to Pioneer shareholders. Energas changed
its name to At nos in 1988. Ammos acquired
Trans Louisiana Gas in 1986
tudty Gas slimy in 1987, Gas in
1993, UnitedCities Gas in 1997, and others.
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BUSINESS:  Ammos Energy Corporat ion is  engaged pr imar i ly  in t he

dis t r ibut ion and sa le d nat ura l  gas t o  3. 2 mil l ion cust omers  via  s ix

r egula t ed nat ur a l  gas  ut i l i t y  oper a t ions :  Louis iana Divis ion,  West

Texas  Divis ia r ,  M id- Tex Divis ion,  M iss iss ipp i  Divis ion,  Co lor ado-

Ka ns a s  D ivis io n,  a nd  Ke nt uc k y .  v d - S t a t e s  D ivis io n.  Co mb ine d

2006 gas  vo lumes:  272 MMd.  Breakdovm:  53%,  res ident ia l ,  32%.

commerc ia l;  10%,  indust r ia l,  and 5% other .  2006 deprec iat ion rate

36%.  Has around 4.600 employees.  O f f icers and directors own ap-

pr oximat e ly  1 . 9% o f  common s t ock  ( 12106 Pr oxy ) .  Cha ir man and

Chienf  Execut ive O ll ioen Rober t  w .  Best .  I ncorporated:  Texas.  Ad-

dr ess :  P . . Bo x 6 5 0 2 0 5 , ` a I I as .  Texas  75265.  Te lephone:  972-

934-9227.  Internet :  www.atmosenergy.oom.

s e g m e n t s .
h e a l t h y

t o  a  s l u m p i n g  m a r k e t

s t e a d y ,  t h o u g h  u n s p e c t a c u l a r ,  s h a r e
e a r n i n g s  a d v a n c e s  o v e r  t h e  c o m i n g
t h r e e  t o  f i v e  y e a r s .  W i t h  t h e  u t i l i t y  d i v i -
s i o n  n o w  s e r v i n g  3 . 2  m i l l i o n  c u s t o m e r s
a c r o s s  1 2  s t a t e s ,  A t  n o s  i s  n o t  d e p e n d e n t
o n  t h e  b u s i n e s s  e n v i r o n m e n t  i n  a n y  o n e
r e g i o n  o f  t h e  c o u n t r y  A l s o ,  t h e  n o n - u t i l i t y

p a r t i c u l a r l y  p i p e l i n e s ,  p o s s e s s
o v e r a l l  p r o s p e c t s .  E x c l u d i n g  f u -

t u r e a c q u i s i t i o n s , a n n u a l b o t t o m - l i n e
g r o w t h  c o u l d  b e  i n  t h e  m i d - s i n g l e - d i g i t
r a n g e  o u t  t o  2 0 1 0 - 2 0 1 2 .
I n c o m e - o r i e n t e d  a c c o u n t s  m a y  b e  a t -
t r a c t e d  t o  t h e  d i v i d e n d  y i e l d ,  w h i c h  i s
a d e q u a t e l y  c o v e r e d  b y  e a r n i n g s .  W e  l o o k
f o r  a d d i t i o n a l  i n c r e a s e s  i n  t h e  p a y o u t  t o
o c c u r ,  a s  we l l .
But these shares have lost some
ground in recent months. We attribute
that, in part,
( r e f l e c t i n g  u n c e r t a i n t y  s u r r o u n d i n g  t h e
t i m i n g  o  a  r e c o v e r y  i n  t h e  h o u s i n g  i n d u s -
t r y ) , T h i s  d l r n i n i s h e d  s t o c k - p r i c e  m o -
m e n t u m  i s  p a r t i a l b e h i n d  t h e  4  ( B e l o w
A v e r a g e )  r a n k  f o r t i m e l i n e s s .  L o n g - t e r m
t o t a l - r e t u r n  p o s s i b i l i t i e s  a r e  d e c e n t ,  o n  a
r i s k - a d j u s t e d  b a s i s ,  t h o u g h .
F r e d e r i c k  L .  H a r r i s ,  I I I  S e p t e m b e r  1 4 ,  2 0 0 7

A t  n o s E n e r g y ' s b o t t o m l i n e m a y
d e c r e a s e  r u g  L y  5 % ,  t o  $ 1 . 9 0  a  s h a r e ,
i n  F i s c a l  2 0 0 7  ( e n d s  S e p t e m b e r  3 0 t h ) .
F o r  a  s t a r t .  t h e  f o u r t h - q u a r t e r  c o m p a r i s o n
c o u l d  b e  q u i t e  c h a l l e n g i n g ,  s i n c e  o u r  f i s c a l
2 0 0 6  f i g u r e  d o e s  n o t  i n c l u d e  a n  $ O . l 8 - a -
s h a r c  c  a r e  f o r  t h e  i m p a i r m e n t  o f  i r r i g a -
t i o n  p r o p e r t i e s  i n  t h e  W e s t  T e xa s  D i v i s i o n .
M o r e o v e r .  t h e  p u b l i c  o f f e r i n g  o f  6 . 3  m i l l i o n
c o m m o n  s h a r e s  l a s t  D e c e m b e r  o u g h t  t o
d i l u t e  s h a r e  e a r n i n g s  b y  a r o u n d  a  n i c k e l .
L a s t l y ,  t h e  e f f e c t i v e  i n c o m e  t a x  r a t e  h a s
b e e n  h i g h e r .
B u t  t h e r e  a r e  s o m e  b r i g h t  s p o t s .  T h e
u t i l i t y  u n i t  i s  b e n e f i t i n g  f r o m  h i g h e r
t h r o u g h p u t ,  p l u s  t h e  i m p l e m e n t a t i o n  o f
w e a t h e r - n o r m a l i z a t i o n  m e c h a n i s m s  f o r  t h e
M i d - T e x  a n d  L o u i s i a n a  o p e r a t i o n s .  W h a t ' s
m o r e ,  m a r g i n s  f o r  t h e  n a t u r a l  g a s  m a r k e t -
l n g  s e g m e n t  h a v e  w i d e n e d  p a r t l y  b e c a u s e
o f  i n i t i a t i v e s  t o  c a p t u r e  m o r e  f a v o r a b l e  a r -
b i t r a g e o p p o r t u n i t i e s w i t h r e g a r d t o
s t o r a g e  a c t i v i t i e s .  F i n a l l y ,  t h e  p i p e l i n e
b u s i n e s s  i s  r e a p i n g  t h e  r e w a r d s  o f  t h e
N o r t h  S i d e  L o o p  a n d  o t h e r  p r o j e c t s  t h a t
w e r e  c o m p l e t e d  l a s t  y e a r ,  a n d  t h e r e  h a s
b e e n  a  r i s e  i n  a s s e t  m a n a g e m e n t  f e e s .
T h e c o m p a n y  s t a n d s t o  g e n e r a t e

aarika March, June. Sept.. and Dec. I Div. rein-
ves lmeM  p lan .  Dir ec t  s led(  pur chase  p lan
avail.
(D) In millions. adjusted for stock splits.

B+

1 0 0
3 0
7 5

outstanding.
(E)  Ons may not  add due to change in hrs ° ° ~ g= "g ' =  F lna nc la lS t r e ngt h

St op  ' s rice Stablllty
(F) ATO completed United Cities merger 7/97. Pace Growth Persistence

Eamlngs Pnedichblllt y

32.3
24.8

Target PriceRange
2010 2012
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1 h111111111 l l  I I I I
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( A)  F isca l  year  ends  Sep t .  30 t h.  ( B)  Di lut ed
hrs Exd.  nor  rec.  i t ems:  '97, d53¢,  '99, d23¢,

'00,  12¢,  ' 03,  d17¢,  ' 06,  d18¢.  Next egg. rpt.
due ear ly Nov. (C) Dividends histor ically paid in
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1.17

1.20
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1.22
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31.03
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1.26
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3.32

1.84
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31.04
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1.32
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29.99
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1.34
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3.00

1.51

1.34
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2.56
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3.15
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2.35
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15.59 15.59 15_59 15.67 17.42 17,56 17.58 17.63 18.88 18,88 18.88 18.96 19.11

12.5

.80

7.5%

15.5

.96

6.5%

13.5

.80

5.6%

16.4

108

5.3%

15.5

1.04

6.3%

11.9

.75

5.6%

12.5

.72

5.6%

15.5

.81

5.4%

15.8

.90

58%

14.9

.97

6.6%

14,5

.74

5.1%

20.0

1.09

5.7%

136

,78

5.4%

2004
59.59

2.79

1.82

1.35

2.45

16.96

20.98

15.7

.83

4.7%

1250.3

36.1

34.8%

2.9%

51.6%

48.3%

737,4

546.9

6.6%

10.1%

10.1%

2005
75,43

2.98

1.90

1.37

2.84

17.31

21.17

16.2

.86

4.4%

1597.0

40.1

34.1%

2.5%

48.1%

51.8%

707.9

879.5

7.6%

103%

10.9%

2006 2007 2008 © VALUE LINE PUB., INC

93.51

3.81

2.37

1.40

91.15

3.85

2.15

1.45

88.20

4.00

2.10

1.49

Revenuesper sh

"Cash FloW' per sh

Earnings persh A B

Div'ds DecI'd per sh Cl

110.00

5.00

235

1.60

2.97

18.85

2.95

21.00

3.05

20.95

Cap'l Spending per sh

Book Value per sh °
3.80

24.50

21.35 21.50 22.00 Common Shs 0u\st'g E 25.00

13.6

.73

4.3%

Bold fig
Value
destin

res are
Line
Otes

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'I Div'd Yield

16.0

1.05

4.3%

1997.8

505

1960

46.0

1940
46.0

Revenues ($mill) A

Net Profit ($miII)
2750

60.0

32.5%

2.5%

35.5%

2.3%

35.5%

2.4%

Income Tax Rate

Net Profit Margin

35.5%

2.2%

49.5%

50.4%

45.0%

55.0%

47.0%

53.0%

Long-Term Debt Ratio

Common Equity Ratio

49.0%

51.0%

798.9

763.8

820

815

870

865

Total Capital ($mill)

Net Plant ($mill)

1200

1150

8.4%

12.5%

12.5%

7.0%

10.0%

10.0%

6.5%

10.0%

10.0%

Return on Total Cap'I

Return on Shr. Equity

Return on Com Equity

6.5%

10.0%

10.0%

CAPITAL STRUCTURE as of 6/30/07
Total Debt $497.8mill. Due in 5 Yrs $275.0 mill.
LT Debt $355.5 mill. LT Interest$20.0 mill
(Total interest coverage: a.lx)

Leases, Uncapilalized Annual rentals $.9 mill.
Pension Assets-9/06$246.1 mill.

Oblig.$282.1 mill.
P fd Stock $.s mill. Pfd Div'd $.05 mill.
Common Stock 21,633,811 she.
as of 7/27/07

MARKET CAP: $700 million (Small Cap)

2005 2006 6/30/07

6.0
418.1
424.1

36.4
362.9
399.3

CURRENT POSITION
($rllLL.)

Cash Assets
Other
Current Assets

50.8
409.0
459.8

138.4
110.7
116.5

365.6

293%

128.6
142.3
93.8

364.7

280%

103.3
207.5
120.1
430.9

285%

Accts Payable
Debt Due
Other
Current Liab.
Fix. Chg. Cov.

ANNUAL RATES
of change (per sh]
Revenues
"Cash FIUW'
Eamings
Dividends
Book Value

Past
10 Yrs.

10.0%
1.0%
3.0%
1.0%
3.0%

Esfd '04-'06
to '10-'12

5.5%
7.0%
2.0%
2.5%
5.0%

Past
Yrs.

16.0%
3.0%
6.5%
.5%

3.5%

Fiscal
Year
Ends

QUARTERLY REVENUES (S Mill.)A
Dec.31 Mar.31 Jun.30 Sep.30

Full
Fiscal
Year

2004

2005

2005

2007

2008

475.0

576.5

708.8

700.8

485

332.6

442.5

689.2

539.6

485

245.1

311.3

330.6

457.9

485

197.5

266.7

269.0

261.7

485

1250.3

1597.0

1997.6

1960

1940

Fiscal
Year
Ends

EARNINGS PER SHARE A B F

Dec.31 Mar.31 Jun.30 Sep.30

Full
Fiscal
Year

2004

2005

2005

2007

2008

.19

.29

.13

.43

.20

.87

.79

1 .23

.89

.98

d.28

d.24

d.04

d.14

d.15

1.12

1.06

1.05

.97

1.07

1.82

1.90

2.37

2.15

2.10

C a l -
e nda r

QUARTERLY DWIDENDS PAID cI

Mar.31 Jun.30 Sep.30 Dec.31

F ull
Ye a r

2003

2004

2005

2006

2007

.335

.34

.345

.355

.335

.34

.345

.355

.365

.335

.34

.345

.355

.365

.335

.335

.34

.345

.365

1.34

1.36

1.38

1.41

602.8

32.5

547.2

27.9

491.6

26.9

566.1

26.0

755.2

22.4

1002.1

30.5

10503

34.6

36.1%

5.4%

35.6%

5.1%

35.5%

5.5%

35.2%

4.6%

32.7%

3.0%

35.4%

3.0%

35.0%

33%

38,0%

61.6%

40.9%

58.6%

41 .8%

578%

452%

54.5%

49.5%

50.2%

47.5%

523%

50.4%

49.4%

406.8

467.6

438.0

490.6

488.6

519.4

519.2

575.4

574.1

602.5

546.6

594.4

605.0

621.2

9.7%

12.9%

12.9%

8.1%

10.8%

10.8%

7,1%

9.5%

9.5%

6.7%

9.1%

9.1%

6.0%

7.8%

7.8%

6.9%

105%

105%

7.4%

11.5%

11.6%

3.9%

70%

1.8%

83%

1.0%

89%

.2%

98%

1.8%

83%

NMF

113%

3.1 %

74%

2.7%

73%

34%

72%

5.1%

59%

3.5%

68%

3.0%

71 %

Retained to Com Et

All Div'ds to Net Prof

3.5%

67%

BUSINESS: Laclede Group, Inc., is a holding company for Laclede

Gas, whit distributes natural gas in easter Missouri, including the

city of St. Louis, St. Louis County, and parts of 10 other counties.

Has roughly 631,000 customers. Purchased SM&P for approxi-

mately $43 million (1l02). Therms sold and transported in fiscal

2006: 1.02 mill. Revenue mix for regulated operations: residential,

60%, commercial and industrial, 25%; transportation, 1%, other,

14%. Has around 3,880 employees. Officers and directors own ap-

proximately 7.0% of common shares (1107 proxy). Chairman, Chief

Executive Officer, and President: Douglas H. Yaeger. Incorporated:

Missouri. Address: 720 Olive Street, St. Louis, Missouri 63101. Tel-

ephone: 314-342-0500. internet: www.Iadedegas.com.

may

It appears that earnings for Laclede
Group will be lower in fiscal 2007
(ends September 30th). That can be
traced largely to Laclede Energy Re-
sources (LER), which has not performed as
well as last year, when margins were sub-
stantially higher as a result of sup-
ply/demand imbalances arising from the
severe 2005 Gulf Coast hurricanes. Fur-
thermore, results for SM&P Utility Re-
sources are being weighed down by higher
operating expenses.
But there has been a bright spot.
Laclede Gas, the core subsidiary, is bene-
fiting partly from higher volumes from
entities within the service territory
(reflecting cooler temperatures). A decline
in the provision for uncollectible accounts
has also helped here.
Still, consolidated share net may
decrease about 9%, to $2.15, in fiscal
2007. The comparison would be quite diffi-
cult, though, given LER's exceptional
showing last year. The bottom line for next
year may be around the same level as fis-
cal 2007.
A request for a general rate increase
was granted by the Missouri Public

Service Commission. The measure, ef-
fective August 1st of this year, will genera-
te additional annual revenues of $38.8 mil-
lion. (The company last received such a
rate hike in 2005.)
Prospects over the next three to five
years are lackluster. The customer base
for Laclede Gas has expanded at a slug-
gish pace for some time, leading us to be-
lieve that internal growth here will remain
moderate. As such, any substantial gains
will have to come from the unregulated
businesses or from acquisitions, scenarios
we don't see happening anytime soon.
Thus, annual share-net advances may only
be in the low-single-digit range over the
2010-2012 period.
Income-oriented accounts be
drawn to the dividend. Further in-
creases in the distribution could be mini-
mal, however, given the uninspiring long-
term view for the regulated unit.
These shares, ranked 3 (Average) for
Timeliness, are now trading within
our 3- to 5-year Target Price Range.
The good-quality stock's high yield reflects
the company's subpar growth prospects.
Frederick L. Harris, III September 14,2007

(C) Dividends historically paid in early January,
April, July, and October. l Dividend reinvest~
went plan available.
(D) Incl. deferred charges. In '06: $256.8 mill.

$12.02l5h.
(E) In millions. Adjusted for stock split.
(F) Qtly, egg. may not sum due to change in
shares outstanding.

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predictability

B+

95
55
65

27.9
22.4

Target Price Range
2010 2012

80

60
50

40

30
25
20

15

10
-7.5

III

11111
111111111
111111111

'I0-12

(A) Fiscal year ends Sept. auth.
(B) Based on average shares outstanding thru.
'97, then diluted. Excludes nonrecurring loss:
'06, 7¢. Next earnings report due late October.
.r 2001, Value Line Publishing, Inc. Alt rights resin/ed Factual material is obtained from sources believed to be reliable and is provided without .warranties of any kind.
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN. non-commercial, internal use. No part
al it may be reproduced, resold. stored or 1ransmkted in any printed, decntunii: or other lorn, service or product

This publication is strictly for subscriber's ohm,
or used for gelefating or marketing any printed or electronic publication, i
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the Conservation Incen-
bo:-live

creased 15%. to $3.70 a
. the *_gains

driven by a larger portfolio o pipeline &
and

tamers have been added,
that number to reach 9,000

promising.
have ac-

conservation efforts. However, top-llne re-
ductions should have less of an effect on
eamlngs due to

Program. This plan shelters the
tom line from both weather- and non-
weather-related issues.
Provisions are being made to lift reve-
nues. So far In fiscal 007. 5,500 new cus-

and NJR expects
by yearend.

Furthermore. the company's entry into a
partnership with Spectra Energy to ru-
vide storage services looks q`he
natural gas storage facility will
less to both the Texas Eastern and Domin-
ion pipeline systems. The project will cost
$25 mllllon. and will have up to 12 billion
cubic feet of storage capacity It is expect-
ed to be operational In 2009.
However, these

The

We look for the annual °°'°"'"g tally
I

year.
and grow at a slower pace in future years.

weather.

temperature.
tores have
than the norm. Also,

shares have l i t t le ap-
*:eaI. equity is ranked to underper-
orm the broader-market averages for the
coming year. Furthcnnore. since our June
report its price has of°pp=d 5%-10%. but
it is still trading within our Target Price
Range, thus limiting appreciation poten-
tlal to 2010-2012.
Bryan Fong September 14, 2007

New J="°y Resources' results ewer
the first n ne months of fiscal 2007
(year ends September 3001) have been
solid. Eamlngs over this timeframe in-

approximately
share The majori ty of were

storage contracts the company's
ability to take advantage of market volatil-
ity. Due to the geographic diversity of its
holden s, the energy service division's con-
tracts me more valuable when price
changes occur between areas. cneatlng ar-
bitrage opportunities. This segment now
represents about 45% of the bottom line.
As is consistent with the seasonal nature
of Its business. NJR will likely post a loss
In the September period.

to advance approximately this
Revenues will likely decline in 2007

owing to warmer-than-normal
Normal is based on the 20-year average

Sn far this year, tempera-
been mug hw 5.5% warmer

t ere Is the potential
for a lower level of gas usage because of

Target Price Range

(A) Fiscal year ends Sept. 30th
(B) Diluted earnings. Next earnings report due
late Of
(C) Dividends historically paid in early January
0 2007, Value Line Publishing, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of any kind
THE PUBLISHER IS nor RE PONSIBLE OR ANV ERRORS OR OMISSIONS HEREIN. This publication is stripy for subscriber's own, non-commercial, internal use, No part
Rf it may be reproduced, resold, stored or transmitted in any printed. dectmnic or other form, Ar used for generating or marketing any printed or electronic publication, service or product
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teaed solid but prof i ts
dra ed down by weak results In the
dlsg'9l7utlon and shipping d-

had

bay be down
benefited

I 4

r anked  t o  l a the
. All mud, we

containment,
dlslrlbuUun dlvl-

Nlcor reported Hat June-period
bottom-line results. The top line regis-

growth, were

businesses.
dltlonall, the company less tax benc-
fits oval able this year, which also weighed
on results.
The remainder of  2001 doesn't  look
much better. Indeed. eamlngs will proba-

from 2006's tally, which
from a strong performance in

wholesale natural gas marketing. More-
over, base rates, w Is with relief from
regulatory bodies can boost profitability
wt l probably remain unchanged. Bad dh t
and If costs will likely continue to offset
gains registered In the gas deliveries seg-
ment for the remainder of the year. As a
result of the recent challenges. we have
lowered our share-net estimate by a nick-
el, to $2.80 a share.
Management has been trying to tr im

Nieor seems focused on improv-
margins

particularly

expenses.
i n through cost

In the gas
Zion. Indeed, better cost control will likely
be a key driver for 2007's results.

Former executives have been charged
with fraud by the SEC. S*)eclllcall , the
SEC Is investigating these armer 0141.95
for manipulating earnings through fraudu-
lent transactions. Those char ed include
former CEO Thomas Fls%1er, CFO
Kathleen Halloran, and Treasurer Ceorge
Behrens. Note that the fanner executives
*Alan to contest the charges. This follows

gal troubles at Nicor last year, when the
company paid SID mllllon to settle civil
charges for ='=g=s;_ns in accounting fraud.
Results Zhou d eger to Improve start-
ing in 2008. Although the company will
likely need rate relic somewhere In this
time ram, we believe Nlcor's c t-cutting
initiative should begin to contribute to
gains in 2008. Whal.'s more. the company's
ocus on better utilizing its resources may

also spur growth. Moreover. NIcol's dlver-
sified business should benefit top- and
bottom-line expansion.
These shares are
market in the year ahead
bel ieve investors should stay on the
sidelines until some of Nlcor's problems
are resolved.
Richard Gallagher September 14, 20107
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(A) Based on primary earnings thru. '95, then
diluted. End. nonrecurring gains(loss): '97, 6¢,
'98, 11¢, '99, 5¢, '00, ($1.96), '01, 16¢, '03,
(27¢); '04, (52¢)_ '05, 80¢; '06, (17¢). Exd.
© 2007, Value Line Publishing, Inc. All riots reserved. Faduai material is obtained from sources believed to be reliable and is provided without warranties of any kind.
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN non-commerclaI, Internal use. No pan
of it may be reproduced, resold, stored or transmitted in any printed, electronic or other farm, service of product.

This ublicadon is strictly of subscriber's own,
or use for gaIefaling of marketing any purled av electronic publication. I



N.W. NAT'L GAS NYSE-NWN 46,07
RECENT
PRICE

PIE

RATIO

11.7
16.017_5(I,':3:3 ) 0.97

RELATIVE

PIE RATIO

mo
YLD 3.2%

VALUE
LINE

27.9
19.5

27.5
17,8

26.8
21.7

30.7
23.5

31.3
24.0

34.1
275

39.6
32.4

43.7
32.8

52.8
39.8

I

2011

H  II |
H'H'. . -

II'l1"

- l
I

111111
III 111111

iI
I

I
ml'

II nall *°*l I
.
1 Ill ]Ill|

I

ac' 449
*I

l l 991 • a

1 1

I I I.
l I In '|

I
I ill

III

ILIH
I Ill
I II
.| IIIll

I I I I I I

fllllllIII ll
2003
2a.51

a.as

1.76

1.27

4.90

19.52

25.94

15.8

.90

4.6%

611.3

46.0

33.7%

7.5%

49.7%

50.3%

1006.6

1205.9

5.7%

9.1%

9.0%

1991 1992 1993 1994 1995 1995 1997 1998 1999 2000
16.74

2.51

.67

1.13

14.10

3.25

.14

1.15

1B.15

3.74

1.74

1.11

18.30

3.50

1.63

1.11

16.02

3.41

1.61

1.1a

16.85

a.as

1.97

1.20

15.82

3.72

1.76

1.21

16.77

3.24

1.02

1.22

18.17

3.72

1.10

1.23

21.09

3.68

1.79

1.24

3.58

12.23

ala
12.41

3.61

1a.0a

4.23

13.63

3.02

14.55

3.70

15.37

5.07

16.02

4.02

16.59

4.78

11.12

3.46

17.93

17.68 19.46 19.77 20.13 22.24 22.56 22.85 24.85 25.09 25.23

28.1

1.79

5.9%

27.0

1.64

5.7%

12.9

.76

s.2%

13.0

.85

5.5%

12.9

.85

5.7%

11.7
.73

5.2%

14.4

.83

4.8%

26.7

1.39

4.5%

14.5

.ea

5.0%

12.4
.81

5.6%

2001 2002
25.78

a.as

1.88

1.25

25.01

3.65

1.62

1.26

123

18.56

3.11

1a.aa

25.23 25.59

12.9

.66

5.1%

17.2

.94

4.5%

650.3

50.2

641.4

43.8

34.9%

6.8%

35.4%

7.7%

47.6%

51.5%

43.0%

53.2%

880.5

965.0

937.3

995.6

5.9%

8.9%

8.5%

6.9%

10.0%

10.2%

20o4
25.69

3.92

1.86

1.30

5.52

20.64

27.55

16.7

.ea

4.2%

707.6

50.6

34.4%

7.1%

46.0%

54.0%

1052.5

1318.4

5.9%

8.9%

8.9%

2005
33.01
4.34
2.11
1.32
a.4a

21.28

27.58

11.0

.91

3.7%

910.5

58.1

36.0%

6.4%

47.0%

53.0%

110a.4

1373.4

6.5%

9.9%

9.9%

200s
37.20

4.75

2.35

1.39

3.56

22.01

27.24

16.3

.ea

3.7%

1013.2

63.4

36.4%

6.3%

46.3%

53.7%

1116.5

1425.1

7.0%

10.6%

10.6%

2001
Jl.50

5.20

2.55

1.44

4.25

22.20

mo
load lg

vim
ufiw

1000
70.5

310%

6.1%

47.0%

52.0%

1150

1485

10%

11.0%

11.0%

sue
5.20

ass

1.52

Revenues per sh

"Cash Flwl" par sh

Eamings  w sh A

w e  D e d ' d  p e r  s h  *

46.45

5.90

1 2 0

1.as

us
23.00

Clp'I Spending per sh

Book Value per sh

us
26.35

27.00 Carmon She Oubt'g c 28.00

IIIIIII
Lim
MB

Avg Ann'l PIE Rain

Relit lv l we RlHo

Avg Ann'l Div 'd yaw

18.0

1.20

w s

1075
71.5

Rogues ($miII)
nuv mm ll)

m o
17.0

37.0%
mc

Income Tax Rah

Net Profit Ilargln

37.0%

6.7%

47.0%

58.0%

Long-Term Debt Ratlo

Common Equity Ratio

48.0%

52.0%

1200

1525

Tml Capi ta l ($min)

Net Plant (sm11l)

1350

1550

7.0%

11.0%

11.0%

Recur on Total Cap'l

Rectum on Shi. Equlty

RNum on Com Equlty

7.0%

11.5%

11.5%

cAprrAI. STRUCTURE as Of slalom
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35.4%

9.9%

35.9%

9.0%

46.0%

49.0%

45.0%

50.6%

46.0%
49.9%

45.1%

50.9%

14a.0

a21.s

815.6

894.7

861.5

895.9

887.8

934.0

1.4%

10.7%

11.0%

5.0%

6.1%

6.0%

6.8%

9.7%

9.9%

6.7%

9.8%

10.0%

3.6%

70%

NMF

N a %

2.8%

74%

3.1%
70%

1.9%

79%

3.5%

67%

2.6%

72%

2.7%

69%

3.7%

63%

4.2%

so%

5.0%

54%

5.0%

57%

Rntalnsd to Com Et

All niv 'u to N44 PM

4.5%

51%

Wns local underground storage. Rev. breakdown: residential,
55%, commercial, 28%, industrial. gas transportation, and other,
17%. Employs 1,200. Fidelity owns 14.9% d shares: Snyder Cap'I,
8.7%. off.ldir., 2.0% (4m1 Dl°XY)~ CEO: Mark s. Dodson. Inc.:
Oregon. Address: 220 NW 2nd Ave., Portland. OR 97209. Tele
phone: 503-226-4211. Internet: .nwnatural.com.

BUSINESS: Northwest Natural Gas Co. distributes natural gas to
90 communities, 641,000 wstumers, in Oregon (90% of customers)
and in southwest Washington state. Principal cities sewed Portland
and Eugene. OR, Vancouver, WA Service area population: 2.5 mill.
(77% in OR). Company buys gas supply from Canadian and U.S.
producers, has transportation rights on Northwest Pipeline system.

year period First-quarter

Northwest Natural remains on track
for a record year. Earnings rose a bit in
the seasonally slow second quarter as a re-
sult of higher profits in the small §a=
storage business. Gas distribution pro its
were ac roughly breakeven, as in the prior-

. earnings
benefited from $0.22 a share in profits
from the purchased gas adjustment in

Northwest retains one third of the

averaged

These untimely, high quality
appeal to conservative accounts.

Oregon.
difference between forecast and actual gas
costs in Oregon, whether at a profit nr
loss, in Washington, 100% of gas costs are
passed through to customers.
We anticipate l i tt le change in earn-
ings over the balance of the year. Cus-
tomer growth was about 2.6% in the first
half of the year. While that's still about
double the national it's down
from last year. With the crisis in housing
continuing, customer growth will probably
continue to fall, while remaining above the
national average.
Earnings will likely be about the same
in 2008, barring another large gain from
astute gas purchasing in Oregon. Custom-
er growth will probably remain above 2%.
and costs should remain under good con-

trol as Northwest completes its work
reorganization program, now under way.
The program aims to reduce cost creep by
centralizing and standardizing the utility's
operations, while outsourcings new con-
struction and some other non-emergency
response work.
Earnings and dividend growth ought
to be a ave industry averages out to
2010-2012. Earnings should benefit from
Oregonls weather normalization and con-
servation clauses, which protect North-
west's profits from the effects of unusual
weather and lower usage due to conserva-
tion. And the state is extending the urban
density boundary to the southeast of Port-
land, the move will probably cause rapid
population and customer growth there.
Moreover, three new liquefied natural gas
plants in Northwest's territory could add
to its throughput by 2012.

- shares
ma
NVlN's dividend yield is below the indus-
try average, but earnings growth should
be above average, producing worthwhile.
risk-adjusted total-return potential.
Sigourney B. Romaine September 14, 2007

(B ) Dividends historically paid in mid-Febvuary.
mid-May, mid-August, and mid-November.
I Div idend investment plan available.

(C) In millions. adjusted for stock split.

A
100
65
so

c l  F .  I
$K§"3,?¢.'3L'8IT=yS'""°"`
Prim Gmmh Penlstanco
Eamlngs Predldlbility

(A) Di luted earnings per share. Excludes non-
recurr ing i tems:  'CB,  $0.15,  '00,  $0.11,  '06,
($0.06). Next earnings report due early Novem-
ber.

® 2001, Value Line PubIishin8, Inc. All rights reserved. Factual martial is obtained loom sources believed In be reliable and is provided without warranties of any kind. |
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN. This publication is slricdy for subsr.rlber's own, non-commercial internal use. No part
of it may be reproduced, resold, stored nr iransmitled in any printed, electronic or other farm, or used for gweraling or marketing any primed or electronic pubicarion, service Ur product.
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Gas likely posted
f i rs t

beyond.
Er base,

The top line
sequentially,
in the fourth quarter. However, margin

with busi-
improvements,

margin Improvements from
cost-cutting efforts should be seen In the

anticipate future
share-net gains £0 occur at a slower pace.
There shares are
I n a t  t h is
a lo n fo r  th e

about average. And
in line with the overall

Investors with

Piedmont Natural
so lid  earn ings advances In  the
n in e  m o n t h s  o f  I lsa  2 0 0 7 .  in  c o m -
parison to last year. Share-nel losses are
probable in the l.hlrd and fourth quarters.
as is the norm for this seasonal business.

likely experienced a decline
a trend that should continue

stabilization features. coupled
ness process have helped
spur cost savings and greater elllciency In
fact. the company has reduced expenses by
5% so far this year. All told, we look for
the annual earnings tally m rise approxi-
matelylll 5% over last year.
The army Storage Company Pled-
mont's joint venture, is on schedule
for the 2001-2008 winter season. The
storage facility initiated service and began
accepting gas during, the Apr ll gerlod.

ad cost-e ectlve and averse
asset to PNY's rank (2).

which

Hardy s  a
underground storage sup-
p ly portfo lio . A l present. P iedmont is
tryln§ to build sulficlent reserves to serve
the oath Carolina and South Carolina
markets dur ing  the upcoming win ter
months. Should capacity allow, the compa-

n y m f well gamer additional
from o system sales to other providers.
tum, a large portion of these proceeds can
finance customer refunds, which would not
only boost the top line, but help increase
customer retention.
We look for year-to-year =--;,8v ad-
vances to moderate in 2 and

Even with an expanding custom-
above-average [cnéperaturgs are

alTectlng the top line. An most of the
stemming

current year. Thus, we

moderate appeal-
tlme. The equltyYs as |-

potential 3 -  t o -year
timeframe Is i t  i s
ranked to perform
market for the year ahead.
an eye on ca ital preservation should note
the Issue's A -Average Safety
and its top score for Price Stability.
is evident In its stable quotation during
recent market downturns. Too, it offers an
attractive dividend yield.
Bryan Fong September 14, 2007

DMI! h-w-<=»v»-4"-u~l-nu-v.

-nsva»»u~u¢.plmalnllhucsasal1l=wm
ln)lnuu¢¢¢¢¢lun1aa»ug»¢.Auora1me

B u
100

$11.3Iliun.15¢Mllll.
Inlli0IN.ldj\ldadlUd°d($:.
QulnWsmlyndlddtotulal h

d\lngainlIluauwntlg.

55399 Fuuw lu  Sh in#

Frlel  We Finhhnel
I Elnlngs Pnildnllllly a0

=A) Fiscal year ends October 31st
B) Diluted earnings. Excl extraordinary i tem:

'00, 8¢. Excl. nonrecurring charge: '97, 2¢.
Next earnings report due early Nov

o 2007, Value Line Publishirg, Inc. All rights reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of argokind.
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIDNS HEREIN. This publication is strictly for subscribers own. non-commercial, internal use. part
of it may be reproduced, resold. stored or transmitted in any printed, electronic or other tom, or used for generating or marketing any printed or electronic publication. service or product.h
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Revenues per sh

"Cash Flow" per sh

Earnings per sh A

Div'ds Decl'd per sh B I

37.50

4.05

2.85

1.20

2.45

16.70

Cap'l Spending per sh

Book Value per sh c

3.15

17.95

30.50 Common Shs0utst'g D 32.00

res are
Line
Otes

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'I Div'd Weld

14.0

.95

3.0%

1030

70.0

Revenues ($miII)

Net Profit ($milI)

1200

90.0

40.0%

6.8%

Income Tax Rate

Net Profit Margin

40.0%

7.5%

44.0%

56.0%

Long-Term Debt Ratio

Common Equity Ratio

42.5%

57.5%

910
1025

Total Capital ($mill)

Net Plant ($milI)

1000

1200

9.0%

13.5%

13.5%

Return on Total Cap'I

Return on Shi. Equity

Return on Com Equity

10.5%

15.5%

15.5%

CAPITAL STRUCTURE as of 6/30/07
Total Debt $467.0 mill.  Due in 5 Yrs $146.9 mill.
LT Debt $358.0 mill. LT Interest $22.0 mill.
(Total interest coverage: 5.4x)

Pension Assets-12/06 $117.1 mill.
Obllg. $132.6 mill.

Pfd Stock none

Common Stock 29 512,811 common she.
as of 8/1/07

MARKET CAP: $1.0 billion (Mid Cap)

2006 6/30/072005

4 .9
352 .6
357 .5

179.0
149.7

74 .4
403. 1

4 8 6 %

5.1
292 .5
297 .6

85 .8
109.0
113.5
308 .3

5 2 6 %

7 .9
363 .8
371 .7

101 .6
197.0
124.2
4 2 2 . 8

5 2 7 %

CURRENT POSITION
(SMILL)

Cash Assets
Othe r
Current  Assets

Acc ts  Payable
De bt  Due
Ot he r
Current  L iab.

Fix.  Chg.  Cov .

Pas t
10 Yrs.

6 . 5 %
5 . 5 %
8 . 5 %
2 . 0 %
6 . 0 %

ANNUAL RATES
of change (per sh)
Re v e nue s
"Ca s h F lo w"
E a mi ngs
Div idends
Book Va lue

Est 'd '04-'06
to '10-'12

3 . 0 %
N M F
N M F
5 . 5 %
4 . 5 %

Pas t
5 Yrs.

4 . 5 %
6 . 5 %
9 . 5 %
3 . 5 %

13.5%

Cal-
endar

GUARTERLY REVENUES (s mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2004

2005

2006

2001
2008

307.8

328.6

372.6

368.4

390

245.5

281 .4

250.3

269.9

280

138.5

154.0

153.8

171.7

190

129.5

157.0

154.7

160

170

819.1

921.0

931.4

970

1030

Cal-
endar

EARNINGS PER SHARE A

Ma r . 3 1  J un. 3 0  Se p. 3 0 Dec.31
F ull
Ye a r

2004

2005

2006

2007

2008

.15

.27

.20

.21

.25

.02

.09

.51

.25

.35

.50

.39

.69

.39

.50

.91

.96

1.06

1.30

1.25

1.58

1.71

2.46

2.15

2.35

CaI~
ender

QUARTERLY DIVIDENDS PAID Bu

Ma r . 3 1  J un. 3 0  Se p. 3 0 Dec.31

Full
Year

2003

2004

2005

2006

2007

.395

.415

.438

.470

.193

.202

.213

.225

.245

.193

.202

.213

.225

.245

.78

.82

.86

.92

348.6

18.4

450.2

13.8

392.5

22.0

515.9

24.7

36.8%

5.3%

46.2%

3.1%

42.8%

5.6%

43.1%

4.8%

54.6%

35.8%

57.3%

33.5%

53.8%

37.0%

54.1%

37.6%

387.1

456.5

401.1

504.3

405.9

533.3

443.5

562.2

6.7%

10.5%

13.3A

5.3%

8.1%

10.3%

7.4%

111%

14.6%

7.4%

12.1%

14.8%

2.1 Ty,

84%

NMF

112%

4.2%

72%

4.8%

67%

3.5%

76%

4 1 %

62%

5.0%

57%

5.9%

52%

6.2%

50%

10.2%

37%

7.5%

45%

7.5%

45%

Retained to Com Eq

All Div'ds to Net Prof

9.0%

43%

South Jersey Energy, South Jersey Resources Group, Marina En-

ergy, and South Jersey Energy Serv ice Plus. Has 611 employees.

Of f . ldi r .  c t r l.  1 .2% o f  com.  shares ;  Dimens iona l Fund Adv isors ,

83%, Barc lays ,  6 .0% (3107 proxy).  Chrmn. & CEO: Edward Gra-

ha m.  lnc o rp. :  NJ .  Addre s s :  1  So uth J e rs e y  P la za ,  Fo ls o m,  NJ

08037. Tel.: 609-561-9000. Internet: wmm.sjindustries.com.

BUSINESS: South Jersey Industries, Inc. is a holding company. Its

s ubs i di a ry ,  So uth J e rs e y  Ga s  Co . ,  di s t r i bute s  na tura l  ga s  t o

3 3 0 ,0 4 9  c us to me rs  i n Ne w J e rs e y 's  s o uthe rn c o unt i e s ,  whi dl

covers 2,500 square miles and includes Atlantic City. Gas revenue

mix '06: residential, 43%, commercial, 24%, cogeneration and elec-

tric generation, 3%, industrial, 30%. Non-uti li ty operations include:

South Jersey Industries reported
solid top-line growth for the second
quarter. This was a result of strength in
nonutility operations, as sales in these
businesses advanced roughly 35%. Reve-
nue comparisons ought to remain favor-
able going forward, and we project a top-
line advance in the mid-single digits for
2007. Readers are advised that share
earnings are now based on economic earn-
ings, a non-GAAP measure that excludes
highly volatile unrealized gains and losses
from commodity derivative transactions.
As a result, bottom-line figures from 2007
onward are not directly comparable with
those from prior years.
Subsidiary South Jersey Gas has been
reporting mixed performance. Reve-
nues at this business decreased roughly
9% in the second quarter. A greater
decline in operating costs resulted in im-
proving margins, and operating income ad-
vanced 17%. This was partly due to the
Conservation Incentive Program (CIP),
which continues to benefit performance.
This initiative allows South Jersey Gas to
promote energy conservation, while in-
sulating the company from the negative

impact of lower customer utilization. The
CIP augmented the bottom line by $1.4
million in the recent interim. Looking for-
ward, customer growth may ease to a de-
gree, owing to the housing slowdown.
Despite this, we are optimistic about the
prospects for this business over the long
haul, as natural gas will likely remain the
fuel of choice within its service territory.
The company has announced a new
project for MarinaEnergy. Marina and
DCO Energy have formed an agreement
with the Salem County Utilities Authority
(SCUA) to construct, own, and operate a
facility that will generate electricity from
landfill methane gas in Salem County. The
companies will sell the project's electricity
to SCUA over a 20-year period. This facil-
ity will probably be constructed and opera-
ting by the third quarter of next year.
This stock is untimely. However, these
good-quality shares have superior scores
for Price Stability and Earnings Predic-
tability. This issue offers worthwhile total
return potential for a natural gas utility
company, and may interest investors look-
ing for exposure to its industry.
MichaelNapoli, CPA September 14,2007

Target Price Range

llllllll
llllllll I'll

(A) Based on GAAP EPS through 2006, Eco
comic earnings thereafter. GAAP EPS: Q1
2007, $0.92: QS 2007. $0.37. Excl. nonrecur
gain: '01, $0.13. Excl gain (losses) from dis

2007. Value Line Publishing Inc.
This publication is strictly [or subscriber'sown,noncommercial. intemad use. No part

of it maybereproduced, resold, stored nr transmitted in any primed. electrons or other Iuim, Ar used for generating or mar1<eting any primed or electronic publication. service or product

All rights reset/ed Factual material is obtained from sources believed to be reliable and is provided without warranties 01 any kind
THE PUBLISHER is NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. I E



SOUTHWEST GASnosE-swx 29.11
RECENT
PRICE

PIE
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VALUE
LINE

29.5
20.4

23.0
16.9

24.7
18.6

25.3
18.1

23.6
19.3

26.2
21.5

28.1
23,5

39.4
26.0

39.9
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2001 2002 2003
42.98

4.79

1.15

.82

39.68

5.07

1.16

.82

35.96

5.11

1.13

.82

8,17

1727

8.50

17.91

7.03

18.42

32.49 33.29 34.23

t9.0

.97

3.8%

19.9

1.08

3.6%

19.2

1.09

3.8%

1396.7

37.2

1320.9

38.6

1231.0

38.5

34.5%

2.7%

32.8%

2.9%

30.5%

3.1%

56.2%

39.5%

62.5%

34.1%

66.0%

34.0%

1417.6

1825.6

1748.3

19795

1851.6

2175.7

5.1%

6.0%

5.6%

4.3%

5.9%

6.5%

4.2%

6.1%

6.1%

di L ) |! .I
I II

1991 1992 1993 1994 1995 1996 1997 1998 1999
24.99

1.53

a.7s

.88

25.93

3.34

.B1

.70

25.68

3.24

.as

.74

28.16

5.09

1.22

.80

23.03

2.65

.10

.82

24.09

3.00

.25

82

26.73

3.85

.77

.82

30.17

4.48

1.65

as

30.24

4.45

1.27

.82

3.76

15.88

5.02

15.99

543

15.96

6.64

16.38

6.79

14.55

B.19

14.20

6.19

14.09

6.40

15.67

7.41

16.31

20.60 20.60 21.00 21.28 24.47 26.73 27.39 30.41 30.99

7.0%

16.6

1.01

52%

26.5

1,57

4.4%

14.0

.92

4.7%

NMF

NMF

5.4%

69.3

4.34

4.7%

24.1

1.39

4.4%

13.2

.69

3.8%

21.1

1.20

3.1%

2000
32.51

4.57

1.21

.82

7.04

1682

31.71

16.0

1.04

4.2%

we
38.3

26.2%

3.7%

80.2%

35.8%

1489.9

1686.1

4.6%

6.5%

7.2%

2004
40.14

5.57

1.66

.82

8.23

19.18

38.79

14.3

.76

3.5%

1477.1

58.9

34.8%

4.0%

64.2%

35.8%

1968.6

2336.0

5.0%

8.3%

8.3%

2005 2006 2007 2008 © VALUE LINE PUB., mc

43.59

5.20

1.25

.82

48.47

5.07

1.98

.82

51.15

6.35

2.10

.86

54.55

6.60

2.25

.86

Revenues per sh A

"Cash Flow" per sh

Eamings per sh A B

Div'ds Decl'd per sh c.

58.95

7.20

2.70

.90

7.49

19.10

8.27

21.58

7.80

22.65

9.10

22.75

Cap'l Spending per sh

Book Value per sh

9.45

25.25

39.33 41.77 43.00 44.00 Common Shs0uts t 'g D 47.50

20.6

1.10

3.2%

15.9

.55

2.6%

sold fig
Value
destin

free are

Line

Ares

Avg Ann'l PIE Ratio

Relative PIE Ratio

Avg Ann'I Div'd Yield

18.0

1.20

1.9%

17143

48.1

2024.7

81.1

2200

90.0

2400
95.0

Revenues ($mill) A
Net Prost ($miII)

2800

125

29.7%

2.8%

34.7%

4.0%

36.0%

4.1%

35.0%

4.0%

Income Tax Rate

Net Profit Margin

35.0%

4.5%

S3.8%

36.2%

60.6%

39.4%

57.0%

43.0%

57.5%

42.5%

Long-Term Debt Ratio

Common Equity Ratio

54.0%

46.0%

2076.0

2489.1

2287.8

2568.1

2275

2800

2350

3000

Total Capital ($milI)

Net Plant ($mill)

2600

3500

4.3%

6.4%

8.4%

5.6%

9.0%

9.0%

6.0%

9.0%

9.0%

6.0%

9.5%

9.5%

Return on Total Cap'l

Return on Shr. Equity

Return on Com Equity

6.5%

10.5%

10.5%

CAPITAL STRUCTURE as of 6/30/07

Total Debt $13331 mill. Due in 5 Yrs $454.8 mill.
LT Debi  $13039 mi ll LT Interest $93.0 mill.
(Total interest coverage: 2.4x)

Pension Assets-12/06 $413.5 mill,
Oblig. $534.9 mill.

Pfd Stock No ne

Common Stock 42408,116 she.
as of 811/07

MARKET CAP: $1.2 billion (Mid Cap)

200s 6/30/072005

29 .6
513.1
542 .7

259 .5
107.2
254 .3
621 .0

1 6 7 %

20 .7
287.4
308.1

107.9
29 .8

286 .7
424 .4

2 2 6 %

18.8
482 .8
501 .6

265 .7
27 .5

202 .9
4 9 6 ,1

2 2 0 %

CURRENT POSITION
l$mlLL.)

Cash Asse ts
Othe r
Current  Assets

Acc ts  Payable
Debt  Due
Othe r
Cun'ent L iab.

F ix.  Chg.  Cov .

Pas t
10 Yrs.

6 . 0 %
4 . 5 %

12.0%

Pas t
5 Yrs.

4 . 5 %
4 . 0 %
6 . 0 %

3 . 0 %

ANNUAL  RATES
of change (per sh)
Rev enues
"Ca s h F lo w"
E a mi ngs
Div idends
Book Va lue

Es fd '04 - '06
to '10-'12

5 .0%
4.0%
9.0%
1.5%
4 . 0 %3 . 5 %

Cal-
endar

QUARTERLY REVENUES (S mill.)
Mar.31 Jun.30 Sep.30 Dec.31

Full
Year

2004

2005

200s

2007

2008

473.4

542.9

576.9

793.7

850

460.5

497.0

565.1

599.8

650

278.7

361.1
430.9

426.5

475

264.5

313.3

351.8

380

425

1477.1

1 7 1 4 3

2024.7

2200

2400

Cal-
endar

EARNINGS PER SHARE B

Mar.31 J un. 3 0  Se p. 3 0 Dec.31
F ul l
Year

2004

2005

2006

2007

2008

1.1a

.88

1.11

1.17

1.22

d.51

d.43

d.26

d.20

d.15

1.23

.B7

1.11

1.14

1.18

d.24

d.07

.02

d.01

Ni l

1.66

1.25

1.98
2.10

2.25

Cal-
endar

QUARTERLY DIVIDENDS PAIDC .

Mar.31  Jun.30  Sep.30 Dec.31

Full
Year

2003

2004

2005

2006

2007

.205

.205

.205

.205

.205

.205

.205

.205

.215

.205

.205

.205

.205

.215

.205

.205

.205

.205

.205

82

.82

.82

.82

732.0

20.8

917.3

47.5

936.9

39.3

29.2%

2.8%

43.4%

5.2%

35.5%

4.2%

63.6%

315%

60.2%

35.3%

603%

as.5%

1224.7

1360.3

1349.3

1459.4

1424.7

1581.1

3.9%

4.7%

5.4%

5.8%

8.9%

10.0%

4.8%

7.0%

7.B%

NMF

107%

5.0%

50%

2.8%

64%

2.4%

67%

1 9 %

71%

1.9%

70%

1 1 %

72%

4.3%

49%

2.2%

65%

5.3%

41%

5.5%

41%

6.0%

39%

Retained to Com Eq

All Div'ds to Net Prof

7.0%

33%

terms. Sold PriMerit Bank (acquired in 1986) in July of 1996. Has
4,902 employees. Officers & Directors own roughly 1.4% of com-
mon stock (3l0ll Proxy). Chairman: LeRoy C. Hanneman, Jr. Chief
Executive Officer Jeffrey W. Shaw. Incorporated: California. Ad-
dress: 5241 Spring Mountain Road, Las Vegas, Nevada 89193.
Telephone: 702-876-7237. Internet: www.swgas.com.

BUSINESS: Southwest Gas Corporation is a regulated gas dis-
tributor sewing approximately 1.8 million customers in sections of
Arizona, Nevada, and California. Comprised of two business seg-
ments: natural gas operations and construction services. 2006 mar-
gin mix: residential and small commercial, 85%, large commercial
and industrial, 6%, transportation, 9%. Total throughput: 24 billion

should continue in the coming years, al-
though probably at the slower pace experi-
enced recently. Looking forward, we antici-
pate favorable comparisons for the remain-
der of the year. Revenues and earnings per
share ought to advance roughly 9% and
6%, respectively, for full-year 2007. This
pattern will probably continue to next
year, as well.
Investors should be aware of several
caveats. As Southwest Gas continues to
expand, it is likely to incur increased oper-
ating costs. Warmer-than-normal tempera-
tures may well also hurt performance. The
possibility of insufficient, or lagging, rate
relief remains another risk.
These shares have declined a noter in
Timeliness, and are now ranked 5
(Lowest). Nevertheless, we look for
steady annual growth in revenues and
share earnings in the coming years. Fol-
lowing the recent selloff, the stock has
above-average appreciation potential for
the pull to 2010-2012 and may appeal to
patient, risk-tolerant investors. Further-
more, this issue offers a more attractive
dividend yield at the current quotation.
MichaelNapoli, CPA September 14, 2007

Shares of Southwest Gas have
declined over 20% since our June
review, as the company reported an un-
impressive performance for the second
quarter. Revenues were relatively flat,
compared to the prior year's period. Dur-
ing the past 12 months, Southwest Gas in-
creased its customer base by roughly
57,000, an advance of about 3%. This was
lower than in recent times, as customer
growth appears to have moderated some-
what. Operating expenses increased, and
the bottom line declined somewhat, to a
loss of $0.01 a share. Due to the seasonal
nature of the company's operations, such
losses are not unusual in the second and
third quarters.
We anticipate modest growth at
Southwest Gas going forward. SWX
has remained focused on obtaining rate
relief and improving rate design. Indeed,
the company anticipates filing rate cases
in California and Arizona in the near fu-
ture. This is encouraging, as Southwest
Gas depends upon such approved revenue
increases to help it cope with higher natu-
ral gas prices and to provide greater earn-
ings stability. Moreover, customer growth

Target Price Range

NIH
Illll

HIIIIII HI

(A) Incl. income for PriMerit Bank on the equity
basis through 1994. (B) Based on avg. shares
outstand. thru. '96. then diluted. Excl. nor rec
gains (losses): '93, 8¢, '97, 16¢, '02, (10¢), '05
a 2001, Value Line Publishing, Inc. All rigid reserved. Factual material is obtained l i m sources believed to be reliable and is provided without warranties a any kind
THE PUBLISHER IS NOT RE PONSIBLE OR ANV ERRORS OR OMISSIONS HEREIN non-commercial, internal use. No pan
al it may be reproduced, resold, stored or transmitted in any printed, decunnic or other form, sen/ice or product

Thisdpublicaiion is strictly lot subscriber's own,
or use lot generating of marketing any printed or electronic publication,



WGL HOLDINGS NYSE-WGL 33.34
RECENT
PR!CE

PIE
RATIO 16_3(8§ll€2,?§1333) $548%%0.91 4.1%

DIVD
YLD

VALUE
LINE

29.4
21.0

31.5
21.8

30.5
25.3

29.5
19.3

28.8
23.2

31.4
26.7

34.8
28.8

33.6
27.0

35.9
29.8

1
TIMELINESS 3 Raised5/25/07

SAFEW Raised412/93

TECHNICAL 3 Raised 6l29l07

BETA .85 (100=Mafket)

2010-12 PROJECTIONS
Ann'l Total

Recur
9 %
2 %

Price Gain
High 40 ( + 20%l
Low 30 ( -10%
Insider Decisions

O N D J F M A M J
0 1 0 0 0 0 0 0 0
1 6 1 0 0 0 0 1 0
1 6 1 0 0 0 0 1 0

toBuy
Opens
to Sell

Institutional Decislons
402006 102007 202007

to Buy 81 97 94
to Sell 68 62 81
Hld'S(000) 30408 33055 35310

High :
Low:

25.0
19.1

31_4
20.9

|.

2011

2-for~1 split 5/95
No

LEGENDS
1.30 x Dividends 9 sh
divided b 'lnteles Rate
Relative ice Strength

Oglicnsz . . .
hadeda/ea mdlcales recession
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1 yr
3 yr
5 yr.

I I I.I |- ll.l.
9
e
3

Percent
shares
traded

l l I II I .I l Ill.I III HllllHIIIIIl l l l
.II II

ll
III I I I'll

I

II IIill
I Isl

II II
II I I ll | I I I 'al

IIIII!| IIIIIIIII II I I I
200s o VALUE UNE PUB., mc 0-12

S u s

4.00

210

1.4o

Revenues par sh *

"Cash Fluff' push

Eamings Pu sh 1

ova Ded'd per sh 9:

61.20
I a
ZJO
1.52

2.40

20.40

Cap'l Spending w sh

Book Value per sh o

150

22.70

4s.so Common She Outsfg E 50.00
- s I l l
Um
.Ms

Avg Ann'I PIE Ratio

Rillilvl PIE Redo

Avg Ann'I Div'd Weld

15.0

1.oo

4.3%

z o o

105

Revenues ($miII) *

New nom (slnlII)
:use

115

38.0%
ws

Imam Tax Rat:

Net Fmllt Ilargln
31.0%

3.l%

35.4%

629%

Long-Teml Debt Rntlo

Common Equlty Ratio

32.9%

65.5%

1610

22s0

pal Capital (smlm
in p»atn($mlll)

1735

zs40

w s

10.5%
11.0%

Return on nu: Cap'I

Rot um on Shr. Equity
Rnum on Com Equity

8.0%

10.0%
10.5%

2005
44.94

3.97

2.11

1.32

2.32

17.80

4a.s5

14.1

.78

4.2%

2156.3

104.8

31.4%

4.a%

39.5%

58.6%

1478.1

1969.7

8.5%

11.7%
12.0%

2006
sa.ss

3.93

1.94

1.34

3.27

1a.2e

48.89

15.5

.81

4.5%

2637.9

95.1

39.0%

3.6%

38.5%

61.5%

1497.8

2068

7.7%

10.3%

10.2%

2007
54.15

195

2.05

1.36

zoo

19.60

49.50

aw Na
Van.

UN

2715

100

s i x
3.7%

36.2%

62.4%

1575

2170

l.0%

10.5%

11.0%

1991 1992 1993 1994 1995 1996 1 9 9 7 1 9 9 8 1999
11.50

2.04

1.14

1.05

18.37

2.11

1.21

1.01

21.55

2.25

1.31

1.09

21.69

2.43

1.42

1.11

19.30

2.51

1.45

1.12

22.19

2.93

1.85

1.14

24.16

3.02

1.85

1.17

23.74

2.79

1.54

1.20

20.92

2.14

1.47

1.22

2.05

9.63

2.11

10.66

2.43

11.04

2.84

11.51

2.63

11.95

2.a5

12.79

3.20

1a.4a

3.62

13.86

3.42

14.72

39.89 40.62 41.50 42.19 42.93 43.70 43.70 43.84 46.47

12.a

.oz

72%

13.6

.as

6.2%

15.6

.92

5.3%

14.0

.92

5.6%

12.1

.as

6.1%

11.5

.12

5.4%

12.1

.73

5.0%

11.2

.89

4.5%

17.3

.99

4.8%

zo00
22.19

3.20

1.79

1.24

2.67

15.31

46.47

14.6

.as
4.8%

1031.1

84.6

36.1%

8.2%

43.1%

54.8%

1299.2

1460.3

7.9%

11.4%

11.7%

2001 2002
29.80

3.24

1.88

1.25

32.63

2.63

1.14

1.27

2.65

15.24

3.34

15.78

48.54 48.56

14.1

.15

4.6%

23.1

1.26

4.8%

1446.5

89.9

1584.8

55.7

u.0%

3.5%

39.6% .

6.2% f
|41.7%

56.3%

45.7%

52.4%

1400.8 | 1462.5

1519.1 1606.8

5.3%

1.0%

1.2%

7.9%

11.0%

11.2%

2003
42.45

4.00

2.30

1.28

2.65

16.25

4a.sa

11.1

.so

5.0%

2064.2

112.a

38.0%

5.4%

43.8%

54.3%

1454.9

1874.9

9.1%

13.7%

14.0%

2004
42.93

3.87

1.98

1.a0

2.33

16.95

48.67

14.2

.15

4.6%

2089.6

98.0

3a.2%

4.7%

40.9%

51.2%

1443.6

1915.6

a.2%

11.5%

11.1%

1055.8

82.0

1040.6

sa.s

912.1

68.8

36.9%

1.0%

35.6%

6.6%

35.0%

7.1%

41.1%

56.2%

40.3%

51.1%

41.5%

56.1%
1049.0

1217.1

10s4.a

1319.5

1218.5

1402.1

9.3%

13.3%

13.7%

8.0%

10.8%

11.1%

1.1%

9.7%

9.9%

CAPITAL STRUCTURE as M GIJIIIW
Tall Debt $610.1 mol. Due in s Yrs $290.0 mill.
LT Debt $605.4 mill. LT lntonst $40.6mill.
(LT interest earned: 4.8x: local inletest coverage:
4.2x)
Pension Assets-MG $699.9 mill.

(Mig. $697.4 mill.
PreferredStock $28.2 mill. Pad Dlv'd $1.3 mill.

Common Stock49,309,995 she.
as M7/31/07

MARKET CAP: s1.s billion (Mld Cap)

m e 61301072005

4.4
556.9
561.3
208.5
238.4
113.9
560.8

465%

67.2
417.4
544.6
250.2
64.7

156.6
471.5
460%

4.8
476.2
481.0

204.9
91.0

115.5
411.4
460%

CURRENT POS\TION
1w\LLl

Cash Assets
Other
Ounent Assets
Accts Payable
Debi Due
Other
Current Limb.
Fix. Chg. Cov.

ANNUAL RATES
Mchange(persh)
Revenues
"Cash Flow"
Eamings
Dividends
Book Value

Past Esfd '04-'06
sYn. to '10-'12
14.5°/u 4.5%
6.5% 1.5%
6.0% 2.0%
1 .5% 2.5%
3.0% 4.0%

Past
lo Yr;

7.5%
5.0%
4.5%
1.5%
4.0%

rlmu
Year
Ends

QUIRTERLY REVENUES (S mil.) A
Doc.31 Mar.31 Jun.30 Sep.3IJ

Full
Flseal
Year

2004

2005

200s

2001

200s

356.9
349.0
346.9
467.5
390

285.2
284.1
323.6
394.7
too

585.3 862.2
623.4 929.8
902.9 1064.5
732.9 1119.9
970 1040

2089.6
2186.3

2637.9
2715
z o o

Fiscal
Year

Ends

EARNINGSPERSHIRE*1
Dac.31 Man31 Jun.30 Sep.30

Full
Fiscal
Year

2004

2005

200s

2001

200a

d.08
d.17

d.01
.22

1.62
1.63

1.11
1.29
1.2¢

d.37
d.23
d.15

1131
M Y.04

.81
.ea
.93

.92

.95

1.98
2.11
1.94
2.05
2.10

Cal-
endar

QUKRTERLY DMDENDS FND c I

Mar.31 Jun.30 Sen-30 Dec.31
Full
Year

2003
2004
2005
200s
2001

.32

.325
.333
.338

.32

.325

.333

.338

.34

.32

.325

.333

.338

.34

.318

.oz

.325

.333

.34

1.28
1.30
1.32
t.34

5.1*

63%

2.5%

78%

1.8%

82%

3.7%

69%

3.8%

67%

NMF

112%

6.2%

56%

4.1%

65%

4.6%

62%

3.1%

70%

3.5%

m s

15%

66%

Retained to Com Et

All Div'd$ m Net PM

15%

65%

vides energy related products in Ute D.C. metro area, Wash. Gas
Energy Sys. designs/installs comm'I heating, ventilating, and air

cord. systems. American Century Inv. own 9.6% d common stock;
Of1.Idir. less than 1% (1107 prtnry). Chin. & CEO: J.H. DeGratlen-
reidt. Inc.: D.C. and VA. Addr.: 1100 H St.. N.W.. Washington, D.C.
20080. Tel.: 202-624-6410. Internet: www.wglholdings.com.

BUSINESS! WGL Holdings, Inc. is the parent of Washington Gas
Light, a natural gas distributor in Washington, D.C. and adjacent

areas d VA and MD to resident'I and oomm'l users (1,03t,916
molars). Hampshire Gas, a federally regulated sub., operates an
underground gas-storage facility in WV. Non-regulated subs.:
Wash. Gas Energy Svgs. sells and delivers natural gas and pro-

neutrals
compel

into use in Maryland earlier this year.
These combined efforts have neutralized
the effects of top-line variations on earn-
ings in over 80% of areas serviced by
WGL.
The company continues to invest in
capital projects to foster expansion.
Currently, it is recovering the costs related
to the Gardner Road facility, which blends
hexane into the Cove Point gas (CPG) to
make it more like domestic pipeline natu-
ral gas. The lack of hexane was causing O-
rings to shrink, allowing gas to escape
from the pipeline. CPG will eventually be
used to service a large portion of WGL's
customers. To allow or such usage, the
company recently broke ground on a sec-
ond facility in Rockville. Maryland and
recently purchased property to construct a
third in Granesville, Virginia.
However, at present, these
ranked shares are not very -
in (Timeliness: 3)- Too. based on our
projected earnings, the equity's current
quotation is within our Target Price
Range, leaving little room for capital ap-
preciation out to 2010-2012.
Bryan Fong September 14,2007

WGL Holdings will likely post a mod-
est earnings increase for fiscal 2007
(ends September 30th). This should re-
sult from higher gas and electric volume
due to additional customers. The company
has added approximately 14,000 new ac-
counts year to date and estimates that
number will reach 16.000 by the end of the
fiscal year. Furthermore. rate cases and
capital investments should help WGL
grow at a steady pace.
adorable rate case settlements

should moderate earnings volatility
and may bolster the bottom line. One
of WGL's subsidiaries has reached a settle-
ment in its Virginia rate case. The resolu-
tion implements an annual rate hike of
$3.9 million, as well as a weather-
normalized regulatory mechanism (WNA).
When coupling the WNA with previous
volatility mechanisms. 90% of the fluctua-
tions related to changes in gas usage in
Virginia (the largest area serviced) are
eliminated. The rate increase is already in
effect, but the SCC of Virginia must ap-
prove the changes before it is finalized,
WGL expects this to happen by the end of
this fiscal year. A similar program was put

30.8
23.1

Target Price Range
2010 2012

80

60
50
40

30
25
20

15

10

-755

llllllllllI
Illllllllli

IA Fiscal years end Sept 30th.
B Based

inks report due late Oct. (C) Dividends histori- (D) Includes deferred charges and intangibles. l Company's Financial Strength
Stock's Price siabiiiry
Price Growth Persistence
Earnings Predictability

100on diluted shares. Excludes non- cally paid early February, May, August, and '06:$29B.8 million,$6.07lsh.
recumng losses: '01, (13¢), '02, (34¢), '07, (4¢) November. l Dividend reinvestment plan avail- (E) In millions, adjusted for stock split.
discontinued operations: '06, (15¢). Next eam- able.
© 2007, Value Line Publishing, Inc. All riots reserved. Factual material is obtained from sources believed to be reliable and is provided without warranties of my kind.
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN. intemai use. o pan l
ofkmay be reproduced, resold, stored or transmitted in aw printed, electronic or other rum, service or product.

This J>ubIica\ion is strictly [av subscriber'sown,non-commercial,
of use for gwefating or marketinganyprinted or elector publication,
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ScotfradeAMER ST WATER (NYSE)
AWR 41 .69 *0.16 13:53 ErVol. 67,508(0.39%)

Zacks .com

Zacks.com Quotes and Research

Fiscal Year End
Last Reported Quarter
Next EPS Date

American States is a public utility company engaged principally in thepurchase, production, distribution and sale of
water. The company alsodistributes electricity in some communities. In the customer service areas for both water
and electric, rates and operations are subject to the jurisdiction of the California Public Utilities Commission.

Genera! information
AMER STATES WTR
630 East Foothill Boulevard
San Dimers. CA 91773
Phone: 909 394-3600
Fax: 909894-0711
Web: www.aswater.com
Email; investorinfo@aswater.com

industry

Sector:

Price and Volume Enformaticn

Z a g  R a n k

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

ZACKS
l3'¥!iC$FlT #94444 4448 rlfxizns

December
09/30/07
03/13/2008

UNTIL-WATER
SPLY
Utilities

. i n
41 .53

46.14

33.57
0.49

131 ,320.84

43.33

;'

**\._J,»'

%/¢ .

IZRIIR J 30-Day C Losin Pr ices

."

43.5
is. o

42.5
42. a

41.s
41. o

40.5

44.5
44.0

Page  1 of 2

.11-12-47 !2-07-Q7

% Price Change
4 Week

12 Week
YTD

-2.80

5.02
7.85

% Price Change Relative to S&P 500
4 Week

12 Week
YTD

-1,01

4.83

7.55

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Dividend information

37.11 Dividend Yield

Annual Dividend

712.80 Payout Ratio

8.62 Change in Payout Ratio

06/10/2002 Last Dividend Payout / Amour

2.40%

$1 .00

0.64

0.00
11/07/2007 / $0.25Last Split Date

0.48

1 .62

2.80

2.75

2.50

2.60

tips information
Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate
Estimated Long-Term EPS Growth Rate

Next EPS Report Date 03/13/2008

Consensus Recommerxiatians
Current (1=Stror:g Buy. 5=Strong Sell)

80 Days Ago

60 Days Ago

90 Days Ago

EPS Growth

25.76 vs, Previous Year

28.14 vs. Previous Quarter

Sales Growth

Fundamental Ratios

P/E
Current FY Estimate:

Trailing to Months:

PEG Ratio

2.33% vs. Previous Year

4,76% vs. Previous Quarter:
2.85%

-4.30%

Price Ratios

Price/Book

ROE HOA

2.50 09/30/07 8.86 09/30/07 2.70

http://www.zacks.com/research/print.php'?type=report&t=AWR 12/10/2007



Zacks.com Page  2 of 2

Price/Cash Flow

Price ! Sales

8.89

.66

06/30/07

03/31 i07

2.71

2.63

Curran! Ratio Operating Margin

09/30/07

06!30/07

03/31 £07

0.76

0.82

0.79

0913Q/07

06!30/07

03i31 /07

8.77

8.71

8.87

Net Margin Book Value

09/30/07

08/30/07

03/31 /07

15.79

15.05

14.96

09,/30107

06/30!07

03/31 /07

17.47

17.14

16.84

Inventory Turnover Debt to Captial

09f30/07

06i30/07

03/a1 /07

14.23 08/30/07

2.43 03/31/07

Quick Ratio
0.78 09/30/07

0.84 06/30/07

0.81 03/31/07

Pre-Tax Margin
15.79 09/30/07

15.05 06/30/07
14.96 03/31/07

Debt-to-Equity
52.81 09/30/07
52.77 06/30/07

50.52 03/31/07

0.90

0.92

0.93

09/30/07

OS/30i07

03/31 i07

47.23

47.78

48.24

http://www.zacks.com/research/print.php?type=report&t=AWR 12/10/2007



CALIFORNIA WATER SVC Scazfiada(NYSE)

4~0.ll739.01CWT 15:58 SrVol, 85,800(0.»4E4%)

Zacks.com Quotes and Research

Zacks .com

General ln¥ormat¥on
CALIF WATER SVC
1720 North First Street
San Jose,CA 95112
Phone: 408367-8200
Fax: 408437-9185
Web: www.calwatergroup.com
Email: klichtenberg@calwater.com

Industry

Sector:

California Water Service Company's business, which is carried on through its operating subsidiaries, consists of the
production, purchase, storage, purification, distribution and sale of water for domestic, industrial, public and irrigation
uses, and for tire protection. It also provides water related services under agreements with municipalities and other
private companies. The nonregulated services include full water system operation, and billing and meter reading
semces.

Fiscal Year End
Last Reported Quarter
Next EPS Date

Price and Volume information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

4

L ZACKS
mwafif SIQQM THE news

December
09/30/07
03/05/2008

UNTIL-WATER
SPLY
Utilities

"
38.84
45.37
34.23
1.13

171 ,e18.84
43.17

/`\

8
5

gx .

"1

[CHTJ 30-Da9 Closing Pr lees 141.$
l4x.0
l4a.s
I4o.a
ls9.s
139.0
Isa.s
188.0
ls7.s
137.0
Ise.s

P a ge  I o f 2

11-12-07 12-07-07'

% Price Change
4 Week

12 Week

YTD

0.18

0.39
~3.29

% Price Change Relative to sa.p sao
4 Week

12 Week
YTD

2.08

0.21

-2.89

Share information
Shares Outstanding
(millions)
Market Capitalization
(millions)
Short Ratio

Dividend Information
20.67 Dividend Yield

Annual Dividend
807,42 Payout Ratio

9.21 Change in Payout Ratio

01/26/1998 Last Dividend Payout / Amount

2.97%

$1 .16

0.82
~0.09

NA I $0.00Last Split Date

EPS Information
Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long~Term EPS Growth Rate

Next EPS Report Date

0.34

1 .48

8.00

03/05/2008

Consensus Recommendations
Current (1 =Sirong Buy, 5=Strong Sell)

80 Days Ago

60 Days Ago
90 Days Ago

2.00

2.14
2.14

2.25

Sales Growth

¥undamenta!  Ratios
P/E
Current FY Estimate:

Trailing 12 Months:

PEG Ratio

EPS Growth

26.42 vs. Previous Year

27.51 vs. Previous Ouarter

3.30

-1.47% vs. Previous Year

81 .08% vs. Previous Quarter:
5.66%

18.86%

http://www.zacks.com/research/print.php?type=report&t=C

.

12/10/2007



Zacks.com Page 2 of 2

Price Ratios ROE ROA

Price/Book

Price/Cash Flow

Price I Sales

2. 13 09i30/07

14.1 g 0B!30/07

2.23 03/31 /07

7.82 09!30/07
7.95 06/30/07

7.86 03/31i07

2.52

2,49

2.38

Current Ratio Quick Ratio Operating Margin
09i30i07

06i30!07

03!31 /07

1 .08 09i30/07

1 . 16 06f30.-'07

1 .40 03i31.-'07

1.02 09i30/07

1.10 06/30/07
1.33 03131/07

8.16

7.97
7.72

Net Margin Pre-Tax Margin Book Value

09/30/07

06!30!07

03/31 !07

12.92 09/30/07

12.78 06i30/07

12.36 03!31/07

12,92 09/30i07
12.78 06.-'30!07

12.36 03/31/07

18.56

18.18

18.10

Inventory Turnover Debt-to-Equity Debt to Captial
09!30!07

06/30!07

03/31 /07

32.21 09/30f07
32.11 06/30/07

30.42 03/31/07

0.76 09/30/07

0.78 06/30/07

0.78 03i31i07

42.92

43.44
43.57

http://www.zacks.com/research/print.php?type=repo1t&t=CWT 12/10/2007



ScotfradeSOUTHWEST WATER COMPANY (NASDAQ)
swwc 12.47 v-0.10 16:04 ErVol. 87,287(-0.80°¢)

Zacks.com Quotes and Research

Zacks .com

Southwest Water Company provides a broad range of utility and utility management services and serves people
from coast to coast. Through its various subsidiaries, Southwest operates and manages water and wastewater
treatment facilities along with providing utility submetering and billing and collection services.

General information
SOUTHWEST WATER
One Wilshire Building 624 South Grand Avenue
Suite 2900
Los Angeles, CA 90017-3782
Phone:218 929-1800
Fax;213 929-1888
Web: www.southwestwater.com
Email:swwc@swwc.com

industry

Sector:

Fiscal Year End
Last Reported Quarter
Next EPS Date

Price and Volume information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

:1»§=z<>t»=x"r ffaowl 71451 go (33
ZACKS

December
09/30/07
03/14/2008

UNTIL~WATEF¥
SPLY
Util ities

£84
12.57

16.41

11.53

0.25

99,666.85

14

[S1ll10J 80-Dw Closing Pv'ic¢s

m,
`v 4

12:2

11.s

12.6

12.4

12.s

11.6

1s.o

oz.o

P age  1 of 2

I 11-12-07 12-07-07

-2.G0

-12.68

-12.94

% Price Change Relative to S&P 500

4 Week

12 Week

YTD

-0.81

-12.83

-13.93

% Price Change

4 Week

12 Week

YTD

Share Information

Shares Outstanding
(millions)

Market Capitalization
(miilioits)

Short Ratio

Last Split Date

Dividend Information

24.17 Dividend Yield

Annual Dividend

289.60 Payout Ratio

6.54 Change in Payout Ratio

12/28/2005 Last Dividend Payout / Amount

1 8 2 %

$0.28

0.70

0.00

09/26/2007 / $0.06

EPS information

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.12

0.36

14.00

03/14/2008

Consensus Recommendations

Current (1=Strong Buy, 5=Strorlg Sell)

80 Days Ago

60 Days Ago

90 Days Ago

3.40

3.50

3.50

3.40

EPS Growth

33.28 vs. Previous Year

36.30 vs. Previous Quarter

3.03

Sales Growth

-50.00% vs. Previous Year

-11 ,11% vs. Previous Quarter:

-4.63%

4.33%

Fundamental Rati os

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

Price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=SWWC 12/10/2007



Zacks.com Page  2 of 2

Price!Book

Price/Cash Flow

Price ! Sales

1.70 09/30/07

12.95 06/30/07

1.33 03/31/07

4.77

5.82

6.60

09!30/07

06130107

03!31 /07

1.60

1.96

2.21

Current Ratlo Quick Ratio Operating Margin

09/30i07

0s/30/07

03/31 /07

1 .23 09/30i07

1 .42 06/30/07

1.60 03i31 .-'07

1 .23

1.43

1.80

09130/07

06i30!07

03131 /07

3.69

4.36

4.81

Net Margin Pre-Tax Margln Bo o k Va lu e

09/30/07

06/30i07

03/31 /07

5.68 09i30/07

6.71 08i30/07

6.42 03/31 /07

5.68

6.71

6.42

09/30/07

06/30!07

03/31 /07

7.11

7.06

7.01

Inventory Turnover Debt-to-Equity Debt toCaptial

09i30!07

06i30!07

0a/s1i07

09/30/07

06/30/07

03/31 /07

0.83

0.85

0.81

09/30/07

05/30i07

03/31 !07

45.36

45.74

44.67

http://www.zacks.com/research/print.php?type=report&t=SWWC 12/10/2007



ScottradeAQUA AMERICA INC (NYSE)

WTR Val. 615 73022.56 A033 3G'D0 ET(9.49°4>l

Zacks.com Quotes and Research

Zacks .com

Aqua America is the largest publicly-traded U.S.-based water utility serving residents in Pennsylvania, Ohio, Illinois,
Texas, New Jersey, Indiana, Virginia, Florida, North Carolina, Maine, Missouri, New York, South Carolina and
Kentucky. The company has been committed to the preservation and improvement of the environment throughout its
history, which spans more than 100 years.

General Information
AQUA AMER INC
762 w. Lancaster Avenue
Bryn Mawr, PA 19010-3489
Phone: 610 527~8000
Fax: 610 519-0989
Web: www.aquaamerica.com
Email; investorrelations@aquaamerica.com

Industry
Sector:

Fiscal Year End
Last Reported Quarter
Next EPS Date

Price and Volume Information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

L

»,; :1f¥m¥=1T ;:~;¢999g we; 94%99.
ZACKS

December
09/30/07
03/05/2008

UNTIL-WATER SPLY
Utilities

/3.
22.55

26.62
18.86
0.25

1,069,214.25

25.88

[MTR] 30-Duns Clog ins Pr ices

AJ
*r

22.4

12.2

22.s
23. n

22.0

21¢8
21:5

21.4

2206

Page  1 of 2

I 11~12-07 1.-07-07

% Price Change

4 Week

12 Week

YTD

-3.86

-9.48

~2.81

% Price Change Relative to S&P 500

4Week

12 Week

YTD

-1 .58

-9.64

~5.62

Share Information

Shares Outstanding
(milfims)

Market Capitalization
(millions)

Short Ratio

Last Split Date

Dividend Information

132.97 Dividend Yield

Annual Dividend

PayoutRatio

9.26 Change in Payout Ratio

12/02/2005 Last Dividend Payout I Amount

2,943.91

226%

$0.50

0.69

Q09

11/14/2007 / $0. 13

EPS Information

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long~Term EPS Growth Rate

Next EPS Report Date

0.20

0.74

11 .00

03/05/2008

Consensus Recommendations

Current (1=-Strong Buy. 5=Strong Sell)

80 Days Ago

60 Days Ago

90 Days Ago

1,78

1.88

2.00

2.11

EPS Growth

Fundamental Ratios

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

29.83 vs. Previous Year

30.75 vs. Previous Quarter

2.71

Sales Growth

4.76% vs Previous Year

22.22% vs. Previous Quarter:

12.62%

9.87%

Price Ratios ROE ROA

Price/Book 3.17 09/30/'07 10.20 09/30/07 3.17

http://www.zacks.com/research/print,php?type=report&t=WTR
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PriceiCash Flow

Price .-' Sales

17.51 06/30!07
4.99 03131107

10.17

10.22

06130/07

03!31i07

Current Ratio Quick Ratio Operating Margin

09/30i07

06i30/07

03/31 I'07

0.41 09!30!07

0.42 06!30i07

0.45 03!31 i07

0.38

0.38

0.42

09i30/07

08/30/07

03!31 /07

Net Margin Pre~Tax Margin Book Value

09/30/07

06/30/07

03/31 /07

26.85 09/30/07
27.09 06/30/07

27.60 03!31/07

26.85

27.09

27.60

09/30i07

06/30/07

03!31!07

Inventory Turnover Debt-to-Equity Debt to Captial
09/30/07

06/30i07

03/31 i07

0.00 09/30/07

0.00 08;30!07

0.00 03i31 /07

1.08
1.10

1.13

09/30/0

06/30i07

03i31 i07

http://www.zacks.com/research/print.php?type=report&t=WTR 12/10/2007



Zacks.com Quotes and Research

ATG 38.19 Vol. 498.940

AGL Resources principal business is the distribution of natural gas to customers in central, northwest, northeast and
southeast Georgia and the Chattanooga, Tennessee area through its natural gas distribution subsidiary. AGL's
major service area is the ten county metropolitan Atlanta area.

Zacks .com

industry
Sector:

General Information
AGL RESOURCES
Ten Peachtree Place NE
Atlanta, GA 30309
Phone: 404 584-4000
Fax: 404 584-3945
Web: www.aglresouroes,com
£ma§l: scave@aglresources.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

ATLANTA GAS LIGHT (NYSE)

Pried and Volume Information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

s=°#;2<z~FrT ¥§?£}M Tim 940?
ZACKS

December
09/30/07
02/07/2008

UTIL-GAS DISTR
Utilities

38.32
44.67
35.24

0,40

631 ,333.75
42.25

143.34

*inn! (RTGJ $0-Day C Losin Pr lees

. ,t

/

as.o

s7.o

86:5

s7.s

8800

ss.s

so. 0

P age  1 o f 2

16:25 ET

11-32-07 12-17-07

% Price Change
4 Week

12 Week
YTD

-4.36

-5.84
-4.70

% Price Change Relative to S8\P 500
4 Week

12 Week
YTD

-2,60

-6.01

-8.56

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

Dividend information

77.69 Dividend Yield

Annual Dividend

2,880,93 Payout Ratio

3.32 Change in Payout Ratio

12/04/1995 Last Dividend Payout / Amount

4.42%

$1 .64

0.66
0.11

11/14/2007 / $0.41

EPS information
Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.82
2.73

4.80

02/07/2008

Consensus Recommendations
Current (t =Strong Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

1.88

1.86

1.86

1.89

EPS Growth Sales Growth

13.56 vs. Previous Year

15.01 vs. Previous Quarter

2.85

-63.04% vs, Previous Year
-57.50% vs. Previous Quarter:

.. 14.98%

.20_99%

Fundamental Ratios

P/E
Current FY Estimate:
Trailing 12 Months:

PEG Ratio

Price Ratios
Price/Book

ROE ROA

1 .79 09/30/07 11.67 09i30!07 3.27

http://www.zacks.com/research/print.php?type=report&t=ATG
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Price/Cash Flow

Price / Sales

8.23 G5/30/07
145 03/31/07

13.15 06/30/07
¥2.67 03/31/07

Curran! Ratio Quick Ratio Operating Margin
09/30/07

06!30/07

03/31 /GO

1 .94 09/30/07

1 .08 Q6/30,=07

1 .27 03/31i07

0.56 09/30!07

0.62 06/30/07

0.92 03/31/07

Ne! Margin Pre-Tax Margin Book Value
09/30/07

06/30/07

G3/31 /GO

12.28 09/30/07

13.41 06/30/07

12.86 03/31/07

12.28 99/30/97

13,41 96/30/07
12.86 03/31/07

Inventory Turnover Debt-to-Equity Debt to Captiai
09/30!07

0680/07

03/31107

2.50 09/30/07
259 06/3G/07

2.52 03/31 /07

0.95 09/30/G7
0.92 06/30/07

0 . 97 03/31 /07

http://www.za cks .com/re se a rch/print.php? type =re port&t=ATG 12/10/2007



(0.52%)

Seothade'ATMOS ENERGY CP (nosE)

27.21 Val. 285 474ATO »~0.14 36:2583"

Za4:ks.com Quotes and Research

Za c ks .c o m

At nos Energy Corporation distributes and sells natural gas to residential, commercial, industrial, agricultural and
other customers. At nos operates through five divisions in cities, towns and communities in service areas located in
Colorado, Georgia, Illinois, lowa, Kansas, Kentucky, Louisiana, Missouri, South Carolina, Tennessee, Texas and
Virginia. The Company has entered into an agreement to sell all of its natural gas utility operations in South Carolina.
The Company also transports natural gas for others through its distribution system.

General l nfarmat iors
AT MOS ENERGY CP
Three Lincoln Centre, 5430 Lbs Freeway
Suite 1800
Dallas, TX 75240
Phone: 972 934-9227
Fax; .
Web: www.atmosenergy.com
Email: InvestorRelations@atmosenergy.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

Industry
Sector:

Price and Volume information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

A.

wxeoxrrr F9844 THE 99583
ZACKS

September
09/80/07
02/05/2008

UTILE~GAS DISTR
Utilities

1191.
27.07
33.47
23.87

0.67

556,636.75

30.43

t"l-»~./

[RTD] 30-Day Closing Prices

x

E

121`7- 0?

2'/.s

27.6

27.4

* 27.2

27:0

26:8

26.6

za.4

26.2

26:0

P age  1 o f 2

11-12-07

% Price Change

4 Week

12 Week

YTD

-5.86

-5.89

-17.93

% Price Change Relative to S&P 500

4 Week

12 Week

YTD

~3.92

~6.06

-18.00

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Lasl Split Date

Dividend Information

89.16 Dividend Yield

Annual Dividend

2,335.10 Payout Ratio

423 Change in Payout Ratio

05/17/1994 Last Dividend Payout / Amount

4.96%

$1 .so

0.65

0,00

11/21/2007 / $0.32

EPS In fo rm at i on

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long~Term EPS Growth Rate

Next EPS Report Date

0.86

2.00

5.20

02/05/2008

Cons ens us  Rec om m enda t i ons

Current (1 =Strong Buy. 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

2.00

1 .88

1 .83

2.00

EPS Growth Sales Growth

Fursdameratai  Ratios

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

13.10 vs. Previous Year

13.23 vs. Previous Quarter

2.52

-116.00% vs, Previous Year

73.83% vs. Previous Quartet:

3 .15%

-17.74%

http://www.zacks.com/research/print.php'?type=report&t=ATO 12/10/2007
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Price Ratios

Price/Book

PiEce/Cash Flow

Price / Sales

1.30

8.14

0.40

09/s0/07

os/30/07

03/31 /07

8.62

10.30

11 .66

09/30/07

05/30/07

03/31 go?

Current Ratio Quick Ratio Operating Margin

09/30/07

OB./30!07

G3/31/Q7

1.22

1.03

G9i30!07

06!30!07

03!31 /07

09/30/07

06/30/07

03/31 /07

Net Margin Pre-Tax Margin Book Value

09/30/07

06/30/07

03/31 /OF

5.05

5.24

09/3U/07

06/80/07

03/31 /07

5.05

5.24

09/30/07

06/30/07

03/31/07

Inventory Turnover Debt-to-Equity Debt toCaptial

09/30/07

06/30/07

03/31 ./07

10.11
9.52

09/30/07

05/30/07

G3/31/07

1 .07

0.93

09/30/07

06/30/07

03f31 !07

http://www.za cks .com/re se a rch/print.php? type =re port&t=ATO 12/10/2007



ScotfradéLACLEDE GROUP INC (nose)
34.57 »-0.10LG 16:25 ET(~0.29°/0) Vol. 72,700

Za c ks .c o m

Zacks.com Quotes and Research

General Information
LACLEDE GAP INC
720 Olive Street
St. Louis. MO 63101
Phone: 314-342~0500
Fax: .
Web: www.thelacledegroup.com
Email: mkullman@Iac!edegas.com

The Laclede Group, Inc. is a public utility engaged in the retail distribution and transportation of natural gas. The
Company, which is subject to the jurisdiction of the Missouri Public Service Commission, serves the City of St, Louis,
St. Louis County, the City of St. Charles, St. Charles County,thetown of Arnold, and parts of Franklin, Jefferson, St.
Franoois, Ste. Genevieve, Iron, Madison and Butler Counties, all in Missouri.

industry
Sector:

Fiscal Year End
Last Reported Quarter
Next EPS Date

Price and Volume lnformai§on

i1'*R4'1¥F!T F8686 vs; 9898ACKS

September
09/30/07
01 I24/2008

UTIL-GAS DISTR
LJtiln¥es

K
[LG ll 3 ll-Day C Los in P r i c e s g

I se.o

P a ge  1  of 2

ss.s

:ss.n

24:5
'I

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

.

84.67

36.38
28.84
0.77

86,467.30
N/A

24. o

% Price Change

4 Week

12 Week

YTD

4.62

8.84

-1.77

6.55

8.15

-2.54

Share Information

Shares Outstanding
(Millions)

Market Capitalization
(millions)

Short Ratio

` / \ v ,

.11-12;07 12-07-07

% Price Change Relative to S&P 500

4 Week

18Week

YTD

Dividend Information

21 .63 Dividend Yield

Annual Dividend

744.48 Payout Ratio

15.87 Change in Payout Ratio

03/08/1994 Last Dividend Payout / Amount

4.24%

$1 .46

0.68

-0.08

09/07/2007 I$0.37Last Split Date

EPS information

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

Consensus Rec<>mmer:dat¥ons
0.86 Current (1=Sirong Buy, 5=Strong Sell)

2.09 30 Days Ago

- 60 Days Ago

01/24/2008 90 Days Ago

3.00

3.00

3.00

3.00

EPS Growth Sales Growth

175.00% vs, Previous Year

-93,02°/n vs. Previous Quarter:

Fundamental Ratios

P/E

CurrentFY Estimate:

Trailing12 Months:

PEG Ratio

16.46 vs, Previous Year

14.88 vs. Previous Quarter

20.18%

-29.41 %

Price Ratios

Price/Book

ROE ROA

1.83 09/30/07 11.64 09/30/'07 3.15

http://www.zacks.com/research/print.php'?type=report&t=LG
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75

0.37

06/30/07

03i31 /07

11.48

10.09

06/30

03/31 £07

Quick Ratio Operating Margin

1.09

1.15

09!30/07

06i30/07

03i31 07

0.84

0.98

09/30/07

06!30i07

03/31 i07

Pre-Tax Margin Book Value

3.73

3.43

09130/07

06/30/07

03i31/07

3.73

3.43

09/30/07

06/30i07

03/31 i07

Price/Cash Flow

Price / Sales

Current Ratio

09/30/07

08/30/07

03/31/07

Net Margin

09/30/07

06/30/07

03/31/07

Inventory Turnover

09/30/07

07

Debt-to-Equity Debt to Captial

12.81

12.17

09/30/07

06i30/07

03/31 /07

0.82

0.83

09i30/07

06/30;07

03/31 /07

http://www.zacks.com/research/print.php?type=report&t=LG 12/10/2007



Scotfrault?N J RESOURCES CP (NYSE)

--0,1751.21NJR 16:15 ErVol. 125,200(-0.33°.,)

Zacks .com

Zacks.com Quotes and Research

General information
NJ RESOURCES
1415 Wyckoff Road
Wall, NJ 07719
Phone: 732 938~1480
Fax: .
Web: www2.hjresources.com
Email: investwnt@njresources.com

NJ RESOURCES is an exempt energy sacs holding company providing retail & wholesale natural gas & related
energy services to customers from the Gulf Coast to New England. Subsidiaries include: (1) N J Natural Gas Co, a
natural gas distribution company that provides regulated energy & appliance services to residential, commercial &
industrial customers in central & northern N J. (2) NJR Energy Holdings Corp formerly NJR Energy Svcs Corp & (3)
NJR Development Corp, a sub-holding company of NJR, which includes the Company's remaining unregulated
operating subsidiaries.

Industry
Sector:

Fiscal Year End
Last Reported Quarter
Next EPS Date

Pr i ce and Vo l um e l n form ai i on

Zacks Rank
Yesterday's Close
52 Week High
52 Week Low
Beta
20 Day Moving Average
Target Price Consensus

ZACKS
¥*¥2<3F1T a w *ma l'84*K1??8

September
09/30/07
02/06/2008

UTIL-GAS DIST R
Utilities

.as
5138
56.45
45.50
0.45

183,036.09
53.5

» iii; [NJR] 30~D»a9 Closing Prices s2.s
so. o
51.5
511 o
so.s
so. o
49.5
49. o
4s.s
48. o
41.s

Page  1 of 2

11-12-07 12-07-07

6.28

5.19

3.85

8 2 4

5.01

1 .04

% Price Change

4 Week

12 Week

YTD

Share Information

Shares Outstanding
(millions)

Market Capitaiizaiion
(millions)

Short Ratio

Last Split Date

% Price Change Relative to S&P 500

4 Week

12 Week

YTD

Dividend information

28.06 Dividend Yield

Annual Dividend

1 ,415.78 Payout Ratio

15.22 Change in Payout Ratio

03/04/2002 Last Dividend Payout / Amount

3.01 °/<>
$1 .52

0.48

0.00

09/12/2007 / $0.38

$8l=*s Snformation

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

1 .02

3.23

6.00

02/06/2008

Consensus Recommendations

Current (1 =Sirong BLty. 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

1.67

1.67

1.67

2.00

EPS Growth Sales Growth

Fundamental Rat i os

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

15.81 vs. Previous Year

16.02 vs. Previous Quarter

2.63

-27.91% vs. Previous Year

-205.56% vs. Previous Qualler:

11 .78°/<>

-10.20%

http://www.zacks .com/re sea rch/print.php? type=report&t=NJ R 12/10/2007
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Price Ratios ROE ROA

Price/Book

Price/Cash Flow

Price / Sales

2.28 09/30/07
12.47 06/30/07

0.47 03/31/U7

13.46 09/30!G7
14,16 06/30/07

14.74 03,=3w07

3.80

3.91

3.99

Current Ratio Quick Ratio Operating Margin

09/30/07

06!30/07

03,91 I'07

- 09/30/D7

8 .07 0613G./07

1 .02 03!31 /07

_ 09/30/07

8.55 Q6/SG/O7

9.63 83/31/U7

2.92

3.09

3.27

Net Margin Pre-Tax Margin Book Value
09/30/07

06/30/Q7

03/31/07

- 09/30/07

5.07 06/30/07

5.38 03/31/07

09/30/G7

5.07 06/30/07

5.38 03/31/07
23.99

23.45

Inventory Turnover Debt-to-Equity Debt to Captial
G9/30/07

G6/30!07

G8/31 !GO

- 09/30i07

5.98 06/30/07

5,53 03/31 /07

- 09/30/07

0.50 06/30/07

0.51 03/31 /07

33.25

33.94

http ://www.zacks .com/research/print.php? type=report&t=NJR 12/10/2007



ScodradefNICOR INC (NYSE)

A0.0944.53 36:24 EYGAS Val, 772,867(0.20%)

Zacks .com

Zacks.com Quotes and Research

Nicor Inc. is a holding company and isamember of the Standard & Poor's 500 Index. Its primary business is Nicor
Gas, one of the nation's largest natural gas distribution companies, Nicor owns Tropical Shipping, a containerized
shipping business serving the Caribbean region and the Bahamas. In addition, the company owns and has an equity
interest in several energy-related businesses,

Industry
Sector:

General information
NICOR INC
1844 Ferry Road
Naperville. IL 60563-9600
Phone; 680305-9500
Fax; 630 983-9328
Web: www.nicor.com
Email: None

Fiscal Year End
Last Fleponed Quarter
Next EPS Date

Price and Volume information

//

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Prize Consensus

gg@plTpggm THE. mms

December
09/30/07
02/22/2008

UTIL-GAS oasTR
Utilities

84
44.44

53.66
37.80

0.58
959,363.31

46.67

r*

[GAS] $9-Das Clog ins Pr iceij

' Q

4 5 . 5
4590

4 4 . 5
4 4 . 0
4 3 . 5

4s .o
4 2 . 5
4 2 . 0

4 1 . 5
4 1 . 4
4 0 . 5

P age  1 of 2

% Price Change

4 Week

12 Week

YTD

194

1 .15

-9.96

8,81

0.98

-12.37

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

11-12-07

%Price Change Relative to S&P 500

4 Week

12 Week

YTD

Dividend Information

45.11 Dividend Yield

Annual Dividend

1,901.10 Payout Ratio

14.87 Change in Payout Ratio

04/27/1993 Last Dividend Payout I Amount

4.41 %

$1 .ah

0.63

-0.13

09/26/2007 I$0.47

EPS Information

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

1 .16

2.78

4.00

02/22/2008

Consensus Recommendations

Current (1 =S1rong Buy, 5=Strong Sell)

30 Days Ago

so Days Ago

90 Days Ago

2.67

2.00

2.00

2.33

EPS Growth

15.16 vs. Previous Year

14.33 vs. Previous Quarter

3.79

Sales Growth

14.29% vs Previous Year

-20.00% vs. Previous Quarter:

4.02%

.34.42%

Fundamental Ratios

P/E

Current FY Estimate:

Trailing 12 Months:

PEG Ratio

Price Ratios

Price!Book

ROE ROA

2.16 09/30/07 14.71 09/30/07 3.31

http://www.zacks.com/research/print.php?type=report&t=GAS
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Price!Cash Flow

Price i Sales

.00 06/30/07

0.81 03/31/07

14.81 06i30!07
15.25 03131/07

3.29

3.34

Current Ratlo Quick Ratio Operating Margin
09/30i07

06/30/07

03!31 !07

0.73 09!30/07

0.79 06/30i07

0.83 03/31 !07

0.48 09/30!07

0.74 06/30/07

0.79 03i31 /07

4.29

4.24

4.41

Net Margin Pre-Tax Margin Book Value

09i30/07

06i30/07

03/31 /07

6.05 09!30!07

6.35 06/30/07

6.21 03/31 /07

6.05 09/30/07

6.35 06/30/07
6.21 08/31 /07

20.15

20.85

20.33

Inventory Turnover Debt-to-Equity Debt to Captial
09i30/07
08;30i07

03!31 i07

18.26 09i30/07
19.79 cs/a0/07

19.76 03/31/07

0.47 09!30/07
0.54 06!30i07

0.55 03!31i07

31 .73

35.18

35.30

http://www.zacks.com/research/print.php?type=report&t=GAS 12/10/2007



NORTHWEST NAT GAS Scutfrade'(NYSE)

48.25NW8 Vol. 64 200v ~0.ll4 36:25 ET{~0.29"6}

Zacks.com Quotes and Research

Zacks.com

Genera!  information
NORTHWEST NAT G
220 N.W. Second Avenue
Portland, OR 97209
Phone: 503 226-4211
Fax: 503 273-4824
Web: www.nwnaturaLcom
Email: Bob.Hess@nwnaturaI.com

Fiscal Year End
Last Reported Quarter
Next EPS Date

NW Natural is principally engaged in the distribution of natural gas.The Oregon Public Utility Commission (OPUC)
has allocated to NW Natural as its exclusive service area a major portion of western Oregon, including the Portland
metropolitan area, most of the fertile Willamette Valley and the coastal area from Astoria to Coos Bay. NW Natural
also holds certificates from the Washington Utilities and Transportation Commission (WUTC) granting it exclusive
rights to serve portions of three Washington counties bordering the Columbia River.

Industry
Sector:

Price and Volume information

ZACKS
pgqyy sf izfam THE rems

December
09/30/07
02/14/2008

UTIL-GAS DISTR
Uiiiities

[MIN] 30-Day Closing Prices

AL t'\

4
4

Rx

4s.s

49. 0

49.5

so.s

so.s

Page  1 of 2

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

1214.
48.39

52.85

39.79
0.39

226,970.50

51 .33
4. i s.o

11-12-01 12-07-07

% Price Change
4 Week

12 Week

YTD

3.67
6.22

13.03

% Price Change Relative to S&P 500
4 Week

12 Week
YTD

5.59

6,04

14,87

Share Information

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last Split Date

Dividend information

28,58 Dividend Yield

Annual Dividend

1,275.04 Payout Ratio

16.93 Change in Payout Ratio

09/09/1996 Last Dividend Payout / Amount

3. 13%

$1 .50
0.52

0,00

10/29/2007 / $0.38

EPS information
Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

1.13

2.75

5.80

02/14/2008

Consensus Recommendations
Current (1 =Strong Buy, 5=Strong Sell)

30 Days Ago
60 Days Ago

90 Days Ago

2.43
2.60

2.60

2.33

Sales Growth

Fundamental Ratios

P/E
Current FY Estimate:

Trailing 12 Months:

PEG Ratio

EPS Growth
17.49 vs, Previous Year

17.57 vs. Previous Quarter

3.33

37.14% vs. Previous Year

-320.00% vs. Previous Quarter:
8.12%

-32.20%

price Ratios ROE ROA

http://www.zacks.com/research/print.php?type=report&t=NWN 12/10/2007
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Price!Book

Price!Cash Flow

Price .-' Sales

2.20

10.32

1 .23

09/30/07

06/30/07

03/31 /07

12.35 09!30!07

11.69 06130i07

11.58 03/31i07

Current Ratio Quick Ratio Operating Margin

09!30i07

06/30!07

03/31 /07

0.69

0.76

0.95

09i30/07

06i30!07

03i31 !07

0.39 09!30/07

0.47 06!30/07

0.73 03/31/07

Net Margin Pre-Tax Margin Book Value

09/30/07

06/30/07

03/31/07

11.43

10.96

10.98

09/30/07

06130/07

03i31 /07

1 1.43 09/30/07

10.96 06/30i07

10.98 03/31!07

Inventory Turnover Debt-to-Equity Debt to Captial

09/30/07

06/30/07

03/31 /07

9.62

9.10

8.28

09/30/07

08/30/07

03/31/07

0.88 09!30i07

0.85 05!30/07

0.82 03I31!07

http://www.zacks.com/research/print.php?type=report&t=NWN 12/10/2007



Za c ks .c o m P a ge  1  of 2

AZACKS
P}'IOFITFRGFW rue; l=>Rz'.r*;

Zacks.com Quotes and Research

Piedmont Natural Gas Co, Inc., is an energy and services company engaged in the transportation and sale of natural
gas and the sale of propane to residential, commercial and industrial customers in North Carolina, South Carolina
and Tennessee. The Company is the second-largest natural gas utility in the southeast. The Company and its non
utility subsidiaries and divisions are also engaged in acquiring, marketing and arranging for the transportation and
storage of natural gas for large-volume purchasers, and in the sale of propane to customers in the Company's three
state service area

Genera l  i n form at i on
PIEDMONT  NAT G A
4720 Piedmont Row Drive
Charlone. NC 28210
Phone: 704 364-3120
Fax: 704 364-1395
Web: www.piedmontng.com
Email: margaret.griffith@ piedmonlng.com

industry
Sector

UT IL-GAS DISTR
Utilities

Fiscal Year End
Last Reported Quarter
Next EPS Date

October
10/31 f07
12/0712007

Price and Volume Information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

EPINJ 80-Dey Closing Prices

20 Day Moving Average

Target Price Consensus

318,159.91

% Price Change

4 Week

12 Week

5.43

0.91

2.65

3 .84%

Share lniormation

Shares Outstanding
(millions)

Market Capitalization
(millions)

Short Ratio

Last sum Date

xx-nz-o7 12-U7-07

34, Price Change Relative to S&P 500

4 Week

12 Week

YTD

Dividend Information

Dividend Yield

Annual Dividend

928.73 Payout Ratio

27.02 Change in Payout Ratio

11 /01 /2004 Last Dividend Payout i Amount 09/20/2007 /  $0.25

EPS i n fo r m at i on

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long-Term EPS Growth Rate

Next EPS Report Date

0.05

1 .45

5.70

12/07i2007

Consensus Recommendations

Current (1 =Strong Buy. 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

Fundamental Ratios

EPS Growth Sales Growth

Current FY Estimate

Trailing 12 Months

PEG Ratio

17.19 vs. Previous Year

18.21 vs. Previous Quarter

25.00% vs. Previous Year

117.39% vs. Previous Quarter 5 7 .7 8 %

http://www.zacks.com/research/print.php?type=report&t=PNY 12/10/2007
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Price Ratios ROE ROA

Price/Book

Price/Cash Flow

Price I Sales

2.22 105'31_.=07

10. 13 07-'31 my

.  04! 30i07

. 10/31 i07

1 1 .77 07f31/07

1 ~, .41 04i30)07

3.86

8.79

Current Ratio Quick Ratio Operating Margin

10/31 f07

07/31 /07

04.-'30/07

. 10/31 !07

1 .23 07i31 .-'07

1 .45 04/30/07

. 10/31 /07

0.81 07/31 !07

1 .02 04/30/07

6.21

5.97

Net Margin Pre-Tax Margin Book Value

10/31 i07

07/31 /07

04/30/07

- 10i31 /07

10.89 07i31 /07

9.82 04/30/07

. 10!31i07

10.69 07/31/07

9.82 04/30/07

12.18

12.39

Inventory Turnover Debt-to-Equity Debt to Captial

10i31 /07

07/31 /07

04/30i07

. 10i31 i07

8.46 07131 /07

8.73 04/30/07

. 10/31 /07

0.92 07/31 /07

0.89 04!30i07

47.81

47.16

http://www.zacks.com/research/print.php?type=report&t=PNY 12/10/2007
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36.33 v-0.19SJ! 76:25 ETVOL 1432900{-0.52°¢)

Zacks .com

Zacks.com Quotes and Research

General Information
SOUT H JERSEY IN
1 South Jersey Plaza
Folsom, NJ 08037
Phone: 809 561 ~9000
Fax: S09 561 -8225
Web: www.sjindustries.com
Email investorrelations@sjindustries.com

South Jersey Ends Inc. is engaged in the business of operating, through subsidiaries, various business enterprises.
The company's most significant subsidiary is South Jersey Gas Company (SJG). SJG is a public utility company
engaged in the purchase, transmission and sale of natural gas for residential, commercial and industrial use. SJG
also makes off-system sales of natural gas on a wholesale basis to various customers on the interstate pipeline
system and transports natural gas.

Industry
Sector:

Fiscal Year End
Last Reported Quarter
Next EPS Date

Pr i c e  and Vo l um e i n form at i on

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

ZA KS
l>rwFw $9991 mi; ¥1x1a¢>*3

December
09/30/07
03/05/2008

UTIL-GAS DISTR
Utilities

184
36.52

41 .27
31 ,20

0.59

159,121 .30
41 .5

11-12-07

I

.~__\/\, \/\
[SJ I I 30-Des C losing Pr~ ice:

37.6

s7.o
3698

3794

3596
3594

27.2

38¢0
38.2

s7.s

P a ge  l o f 2

% Price Change

4 Week

12 Week

YTD

1.46

11.75

10,45

% Price Change Relative to S&P 500

4 Week

12 Week

YTD

3.33

11 .56

12.03

Share Information

Shares Outstanding
(millions)

Market Capitalization
(minions)

Shan Ratio

Last Split Date

Dividend Information

Dividend Yield

Annual Dividend

1,089.03 Payout Ratio

16.03 Change in Payout Ratio

07/01 /2005 Last Dividend Payout / Amount

29.51 2.66%

$0.98

0.55

0.00

09/06/2007 I$0.25

EPS i n fo r m at i on

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long~Term EPS Growth Rate

Next EPS Report Date

0.82

2.07

7.50

03/05/2008

Cons ens us  Rec om m enda t i ons

Current (1=S:rorxg Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

1.80

1 .40

1.40

1 .as

Fundamental Rat i os

P/E

Curren` FY Estimate:

Trailing 12 Months:

PEG Ratio

EPS Growth

17.87 vs. Previous Year

20.85 vs. Previous Quarter

2.38

Sales Growth

-155.56% vs, Previous Year

-123.81% vs. Previous Quarter:

17.41 %

-8.99%

Price Ratios ROE ROA

http://www.zacks.comJresearch/print.php?type=report&t=SJI
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Price/Book

Price/Casli Flaw

Price Sales

2,44 69/30/07

10,48 GS/30/07
1.15 G3/31 !07

11 .81 gg/30f@7

12.44 Q6/3(]{{)7
13.01 Q3/31!07

Current Ratio Quick Ratio Operating Margin

09/30/07

06,-'38!07
03!31 /07

0.94 O9!30 07

O.97 Q613O

1 .as 03/31!07

0.47 99fsQ/97

0.54 06/30!07

0.77 03/31/07

Net Margin Pre-Tax Margin Book Value

09/30/07

06/30/07

03/31/07

6.32 09/30/07

7.70 08/30/07

12.64 03!31/07

6.32 09/30/07

7.70 06/30/07

12.64 03/31/07

Inventory Turnover Debt-tn-Equity Debt to Captial
G9/30/G7

06/301'7

03/31 ;07

3. 1 g S9/39/G7

3. 09 os/3s/07
5.22 03/31/S7

0.76 0980/G7

0.76 06i30!07

0.77 03f3w07

http ://www.zacks .com/research/print.php'? type=report&t=SJI 12/10/2007
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16`27 ETVal. 109 saoSWX 30.29 v~0,ll3 (-0.43°0)

Zacks .com

Zacks.com Quotes and Research

SOUTHWEST GAS CORP. is principally engaged in the business of purchasing,transporting, and distributing natural
gas in portions of Arizona, Nevada,and California. The Company also engaged in financial services activities,through
PriMerit Bank, Federal Savings Bank (PriMerit or the Bank), a wholly owned subsidiary.

Gerserat lnhzrmatiorz
SOUTHWEST GAS
5241 Spring Mountain Road
P.O. Box 98530
Las Vegas, NV89193-8510
Phone: 702 876~7237
Fax: 702~876-7037
Web: www.swgas.com
Email: None

Industry
Sector:

Fiscal Year End
Last Reported Quarter
Next EPS Date

Price and Volume information

A ACKS

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

:2¥mF1~r ¥-9§6942 THE wwus

December
09/30/07
03/04/2008

UTIL-GAS DISTR
Utilities

80,42

39,95

26.45
0.38

260,003.91

36.5

N i
rsuxu 30-0424 Closing Prices

<

s1.s

$1.0

so.s

so.o

29.5

29.0

2s.s

P age  1 of 2

11-12-07 12-07-07

% Price Change
4 Week

12 Week

YTD

1.72

0.52

-24.63

% Price Change Relative to s&p 500
4 Week

12 Week

YTD

3.60

0.35

-25.59

Share Information

Shares Outstanding
(miliicns)

Market Capitalization
(millions)

Short Ratio

Dividend Information

42.41 Dividend Yield

Annual Dividend

1,226.44 Payout Ratio

824 Change in Payout Ratio

N/A Last Dividend Payout/Amount

2.97%

$0.86
0.42

-0.14
11/13/2007 i $0.22Last Split Date

1 .05

2.03

2,00

2,00

2.00

2.33

EPS Information
Current Quarter EPS Consensus Estimate
Current Year EPS Consensus Estimate

Estimated Long~Term EPS Growth Rate

Next EPS Report Date 03/04/2008

Consensus Recommendations
Current (1=Strong Buy. 5=Stror\g Self)

30 Days Ago

60 Days Ago

90 Days Ago

EPS Growth Sales Growth

14.26 vs. Previous Year

14.11 vs. Previous Quarter
15.38% vs, Previous Year

-2.100.00% vs. Previous Quarter:

5.61 %

-12.90%

ROE ROA

Fundamental Ratios

P/E
Current FY Estimate:

Trailing 12 Months:

PEG Ratio

Price Ratios
Price/Book 1.33 09i30/07 9.26 09/30/07 2.52

http://www.zacks .com/re sea rch/print.php'? type=report&t=S WX

z

. s. ..4'..

12/10/2007



Zacks .com Page  2 of 2

Price/Cash Flow

Price / Sales

4.80

0.57

06/30/07

03/31 /07

9.41 05/80!U7

9.91 03/3WQ7

Current Ratio Quick Ratio Operating Margin

09/30/07

06/30/07

03/31/07

0.73

0.73

0.89

09/30/07

06/30/07

03!31 /07

0.73 09530/07

0.73 061!30/07

0.89 03/31/07

Net Margin Pre-Tax Margin Book Value

09/3()/07

06/30/07

03/31/07

622

6.19

6.49

09/'30/07

06/30m7

03/31 /GO

6.22 09/30/07

6.19 08/30/97

6.49 03/31/97

Inventory Turnover Debt-to-Equity Debt to Captiai

@9/30/07

06/30/07

03/31 iGgy

09/30/07

06/30/07

03/31 /07

T .41 09/30/07

1.37 Q8/30/07

1 .38 03/31/07

http://www.za cks .com/re se a rch/print.php? type =re port&t=S WX 12/10/2007



ScattraafaWGL HOLDINGS INC (uvssy
46:26 ETAL 0.03WGL 33.56 Vol. 399,280(0.09%)

Za c ks .c o m

Zacks.com Quotes and Research

Genera! Information
WGL HLDGS INC
101 Constitution Ave, N.W
Washington, DC 20080
Phone: 703 750-2000
Fax: 703 750-4828
Web: www.wglholdings.com
Email: madams@washgas.com

WASHINGTON GAS LIGHT CO is a public utility that delivers and sells natural gas to metropolitan Washington,
D.C. and adjoining areas in Maryland and Virginia. A distribution subsidiary serves portions of Virginia and West
Virginia. The Company has four wholly~owned active subsidiaries that include: Shenandoah Gas Company
(Shenandoah) is engaged in the delivery and sale of natural gas at retail in the Shenandoah Valley, including
Winchester, Middletown, Strasburg, Stephen City and New Market, Virginia, and Martinsburg, West Virginia.

industry
Sector:

Fiscal Year End
Last Reported Quarter
Next EPS Date

Price and Volume information

Zacks Rank

Yesterday's Close

52 Week High

52 Week Low

Beta

20 Day Moving Average

Target Price Consensus

A bAcKs
t»§wr=x'r4=t1<a»m T148 mass

September
09/30/07
02/06/2008

UTlL~GAS DISTR
Utilities

33,53

35.91
29.79

0.52
552,456.81

33.58

§
3

/\

IZHGLJ 80-Das Clog ins 9v~ ins

* .

;
I

ams
ss.s
sa.4
as.:
$8l0
sz.a
$296

34.2
24:0

P a g e  1 o f 2

11-12-ov 12-07-07

0.61

0,95
1 .41

% Price Change Relative to S8\P 500
4 Week

12 Week

YTD

2.46
0.77

0.26

% Price Change
4 Week

12 Week
YTD

Share information
Shares Outstanding
(millions)
Market Capitalization
(millions)
Short Ratio
Last Split Date

Dividend information
49.31 Dividend Yield

Annual Dividend
1,629.20 Payout Ratio

13.12 Change in Payout Ratio

05/02/1995 Last Dividend Payout / Amount

4.t5°/=
$1 .37

0.65

0.00

10/05/2007 / $0.34

EPS information

Current Quarter EPS Consensus Estimate

Current Year EPS Consensus Estimate

Estimated Long~Term EPS Growth Rate

Next EPS Report Date

0.96

2.17

4.00

02/06/2008

Consensus Recommendations

Current (t =Strorlg Buy, 5=Strong Sell)

30 Days Ago

60 Days Ago

90 Days Ago

2.50
2.50

2.50

2.60

Sales Growth

Fundamental Ratios

P/E

Current FY Esi§mate:
Trailing 12 Months:

PEG Ratio

EPS Growth
15.21 vs. Previous Year
15.73 vs. Previous Quarter

3.80

-72.22% vs, Previous Year

-240.91% vs. Previous Quarter:

1 ,00%

.30,33%

Price Ratios ROE ROA

http://www.zacks.com/research/print.php'?type=report&t=WGL 12/10 /2007
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Price/Book

Price/Cash Flow

Price ! Sales

1 .75

8.55
052

09/30/07

G6/30/07

03/31/07

10.38 09i3G107

1126 06/30837

10.23 03/31197

3.43

8,72

3.36

Current Ratio Quick Ratio Operating Margin
09/30/07

06/30/07

G3/31 /07

1.15
1.14

09/30/07

G6/30/07

G3/31 /07

- 09/30107

0.72 08/30/07

0.98 03/31/07

3.89
4. i5

4.05

Net Margin Pre-Tax Margin Book Value

G9/30/07

06/30/07

03/31/07

7.27

6.98

09130/07

06/30/07

03/31/07

- G9/30/07

7.27 G6/30/07

6.98 03/31/07

20.50

20.51

inventory Turnover Debt»to-Equity Debt to Captiai
09/30/07

06/30/07

03/31/07

12.06
10.98

09/30/07

06/30/07

03/31/07

- w3s/Q7

0.60 D6/30/G7

0.60 03/31/07
36.86

38.87

http://www.za cks .com/re se a rch/print.php? type =re port&t=WGL 12/10/2007
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ATTACHMENT D



Arizona
American Water®

Paul m. Li
Associate Counsel
Tel. 623.445.2442

Fax. 623.445.2451

December 10. 2007

Robin R. Mitchell
Arizona Corporation Commission - Legal Division
1200 West Washington Street
Phoenix. Az 85007

Via e-mail and over-night delivery

RE: Staffs Seventh Set of Data Requests to Arizona-American Water Company
Docket No. W-01303A-07-0209

Dear Ms. Mitchell

Attached for your review is Arizona-American Water Company's response to Staff's Seventh Data
Request

Sincerely

Paul M. Li
Associate Counsel

Cc Dorothy Hains, Utilities Division
Alexander Iggie, Utilities Division
Steve Irvine.. Utilities Division
Dan Pozefsky, RUCO
Marylee Diaz Cortez, RUCO
William Sullivan, Town of Youngtown
Craig Marks

Enclosures

\

RWE " Group



COMPANY:
DISTRICT:
DOCKET NO:

ARIZONA AMERICAN WATER COMPANY
SUN CITY WATER DISTRICT
WS-01303A-07-0209

Response provided by:

Title:

Thomas M. Broderick

Address :

Manager of Rates

19820 n. 7th Street, suite 201
Phoenix, AZ 85024

Company Response Number: SPI 7.1

Q: Please provide the most current capital structure available for Sun City Water
District inclusive of long-term and short-term debt, along with.its corresponding
costs.

A: Attachment 7.1.1 shows Arizona-American Water's capital structure as of
October 31, 2007 with a pro forma adjustment for the equity infusion occurred in
the November, 2007. Arizona-American Water is in the process of updating its
capital structure and will provide staff its actual November Capital structure as
soon as it becomes available.



Arizona-American's Cost of Debt

Interest Rate
Actual and Projected

as of 10/31/2007 Annual Interest

$ 321,877
2,587

1,327
3,112

2,665
386,051

1,331,330
618,240

6,918,220
650,000
425,249

7.122%
6.260%

5.761%
7. 180%

7. 179%
3.630%
5.390%

5.520%
5.620%

6.500%
6.593%
0.000%
5.502%10,660,657

4,519,474
41,323
23,036
43,340
37,123

10,635,000
24,700,000
11,200,000

123,100,000
10,000,000
6,450,000
3,000,000

193,749,296

Long-Term Debt
Aug '08 L-T Senior Notes
Sept '13 PILR - Monterey
Aug '13 PILR - Montes/Lincoln

Aug '15 PILR - Rosalee
Aug '15 PILR - T.O. Development

Sept '28 L-T Note - Maricopa
Dec '13 L-T Promissory Note

Dec '16 L-T Promissory Note

Dec '18 L-T Promissory Note
Oct '37 L-T Promissory Note
Oct '37 L-T Promissory Note

Phoenix Agreement

Long-Term Debt

5.50%Total Debt $ 193,749,296 $ 10,660,657

Arizona-American's Equity

|o Common Equi s 142,102,385

Tota l Ca pita liza tion s 335,851,681

0 Arizona-AmericanWater
Sun City Water District

W-01303A-07-0209
Attachment 7.1 .1

Actual

Actual

Actual

Actual

Actual

Actual

Actual

Actual

Actual

ACC Approved Max.

Actual

Actual

51.1%

Amount outstanding
as of 10/31/2007

Common Equity

Common S tock
P a id in Ca pita l

Re ta ined Ea rnings

2007 Equity Infus ion

522,880 Actual
149,468,228 Actual

(22,888,723) Actual
15,000,000 Nov '07 Pro Forma

42.3%

100%

S hort Te rm De bt $ 28,124,006
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Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

1 INTRODUCTION

3

4 A

Please state your name and business address

My name is Timothy J. Coley. My business address is 1110 w. Washington

Suite 220. Phoenix. Arizona 85007

7

8

In what capacity and by whom are you employed?

I am a Public Utilities Analyst v employed by the Residential Utility Consumer

9 Office ("RUCO").

10

11

12

13

Please state your educational background and qualifications in utility regulation.

Appendix 1, attached to my direct testimony, describes my educational

background and includes a list of the rate cases and regulatory matters in which l

14 have participated.

15

16

17

Have you previously testified in rate proceedings before the Arizona Corporation

Commission ("ACC")'?

18

19

20

Yes. I have previously presented testimony regarding revenue requirements in

rate case proceedings before the Arizona Corporation Commission (hereafter

referred to as "ACC" or "Commission").

21

22

23

Are you the same Timothy J. Coley who previously filed direct testimony in this

case?

24 Yes.

A.

A.

A.

Q.

Q.

A.

Q.

Q.

Q.

1
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DOCKET no. WS-01303A-07-0209

1

2

3

4

5

Please state the purpose of your surrebuttal testimony in this case.

The purpose of my surrebuttal testimony in this case is to present RUCO's

responses and positions to Arizona-American Water Company's, inc. (hereafter

referred to as "AZ-AM", or "Company" or "Sun City Water") rebuttal testimony

filed on November 30, 2007 for permanent rate increases in the Company's Sun

6 City Water District.

7

8 I will also respond to certain Commission Staff ("Staff") adjustments accepted by

9 the Company in its rebuttal testimony filing.

10

11

12

13

14

15

What specific areas will your testimony address?

I will sponsor RUCO's recommended overall revenue requirements, rate base

adjustments, operating income and expense adjustments, a proposed Iow-

income program, other remaining issues, and the rate design pertaining to the

Sun City Water District.

16

17 Are there other RUCO witnesses that will provide testimony and sponsor other

18

19

20

21

22

areas of this rate proceeding?

Yes. Ms. Marylee Diaz Cortez provides testimony on policy related positions that

RUCO maintains regarding the Company's forthcoming proposed fire flow

surcharge. RUCO witness Mr. William A. Rigsby is providing testimony and

sponsoring RUCO's recommended cost of capital and capital structure issues.

23

A.

A.

Q.

Q.

A.

Q.

2



Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

1 Please identify the exhibits and schedules that you are sponsoring in this

testimony

The schedules are labeled TJC-1 through TJC-17 respectively. The exhibits that

support my testimony follow immediately after my schedules and are labeled

RUCO Exhibit 1 through RUCO Exhibit 4

Does your silence on any issues or matters pertaining to the Company's rebuttal

testimony constitute RUCO's acceptance of the Company's position?

No

11 SURREBUTTAL REVENUE REQUIREMENTS

Please summarize your surrebuttal response to AZ/AM's Sun City Water District

rebuttal testimony and your recommended surrebuttal revenue requirements

The Sun City Water District's revenue should be increased by no more than

$1,850,205 This recommendation is summarized on Schedule TJC-1. My

recommended original cost rate base is $25,357,295 for Sun City Water District

This information is shown on Schedule TJC-2, and the detail supporting the

original cost rate base is presented on Schedule TJC-3. The Company had

agreed that its original cost rate base is its fair value rate base and therefore fair

value calculations are not presented. My recommended proposed adjusted

operating income for Sun City Water should be no more than $730,275 as shown

on Schedule TJC-7. The detail supporting my recommended operating income is

Q.

presented on Schedule TJC-8
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Surrebuttal Testimony of Timothy J. Coley
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1 SUMMARY

2 Please summarize what areas your surrebuttal will address in this proceeding.

3 My surrebuttal testimony addresses the following areas:

4

5 Rate Base

6

7

8

9

Rate Base Adjustment #1 - Plant and Accumulated Depreciation - This

adjustment reflects RUCO's recommended Sun City Water District Utility Plant in

Service ("UPlS") and Accumulated Depreciation balances since the District's last

rate case (Decision No. 67093).

10

11

12

For Gross Utility Plant in Service, RUCO's surrebuttal recommendation is

$48,888,809 for Sun City Water.

13

14 This adjustment changed slightly from that filed in my direct testimony.

15

16

17

For Accumulated Depreciation, RUCO's surrebuttal recommendation is

$16,705,898. This equates to a Net Utility Plant in Service of $27,182,411 .

18

19 This adjustment changed slightly from that filed in my direct testimony.

20

21 This adjustment

22

Rate Base Adjustment #2 - Allowance for Working Capital

calculates cash working capital based on an AZ-AM lead/lag study as applied to

23 RUCO's recommended level of operating expenses. The adjustment increased

A.

Q.

4
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Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

1 the allowance for working capital by $45,733 from including a cash working

2 capital calculation.

3

4 This adjustment changed slightly from that filed in my direct testimony.

5

6 Operating Income

7 Labor Expense - This adjustment adjusts the hourly

8

9

Operatinq Adjustment #1

pay rate of four employees to TY end rates. The total adjustment reduces Sun

City Water District's labor expense by $1 ,200 that included an increase of $1 ,047

10 to labor, $7 to group insurance, $41 to the miscellaneous account, and $105 to

11 general taxes.

12

13

14

15

All of my operating income adjustments are unchanged from my direct testimony

with the exception of depreciation & amortization expense and income taxes. I

will address those changes in those sections.

16

17

18

Operating Adjustment #2 - Remove Eastern Division Allocated Labor Expense-

This adjustment removes all Eastern Division allocated labor expense. The total

19

20

21

22

adjustment reduces Sun City Water District's allocated labor expense by $3,895.

The total adjustment reduces labor in the amount of $2,475, group insurance by

$1 ,010, pensions by $105, the miscellaneous account by $58, and general taxes

by $247.

23

5
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1 Remove All Other Eastern Division Allocated

2

Operating Adjustment #3 -

Expenses - This adjustment removes all other non-recurring Eastern Division

3

4

5

6

allocated expenses to Sun City Water District. The total adjustment reduces Sun

City Water District's non-recurring Eastern Division allocated expenses by

$9,764, which either increases or (reduces) the following expense accounts by

the following amounts:

7

8 Fuel & Power..

9 Insurance Other Than Group..

$ (266)

634

10 Customer Accounting.. 12

11 Rents .

12 General Office Expense..

13 Miscellaneous

14 Maintenance.

15 Depreciation & Amortization..

Total |

(31)

(5,496)

(3,548)

(298)

(770)

16 (9,764)

17

18

19

20

21

Operating Adjustment #4 - Late Charges on Power Bills .- I will not provide an

explanation for this adjustment because the Company accepts it in its rebuttal

testimony.

22

6
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1 Operatinq Adjustment #5 Propertv Tax Expense This adjustment reduces

2

3

property tax expense by adjusting three factors: 1) the three years of revenue

used, 2) the tax rate, and 3) the inclusion of net book value of transportation

4 The property tax expense is reduced by $31,747 from the

5

equipment.

Company's original application request.

6

7 This adjustment is higher than my direct testimony due to a correction to test-

8 year revenues.

9

10

11

Operating Adjustment #6 - Revenue & Expense Annualization - This adjustment

annualized revenues and expenses to the number of customers at the end of the

12 TY. This increases revenues for the additional customer growth on a going

13 forward basis by $1 ,844.

14

15 Operating Adjustment #7 Miscellaneous Expense - This adjustment removes

16

17

18

additional expenses beyond the Company's pro forma adjustment in its rate

application that RUCO finds to be inappropriate in rates by $4,405. I will address

the Company's position regarding this adjustment later in my testimony.

19

20 Operating Adjustment #8

21

Management Achievement Incentive Pay ("AlP")

This adjustment reduces the level of AlP expenses to be borne exclusively by

22 ratepayers and shares the expense more appropriately with the shareholders.

7
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1

2

This adjustment reduces AlP by 30 percent or $32,230 to recognize the benefit

that the shareholders potentially gain in more efficient operations.

3

4

5

6

Operating Adjustment #9 - Rate Case Expense - This adjustment reduces rate

case expense by $18,578. The Company agrees with this adjustment, and

therefore, no further explanation is warranted in RUCO's surrebuttal testimony.

7

8 This

9

Operating Adjustment #10 - Depreciation and Amortization Expense

adjustment reduces depreciation and amortization expense related to RUCO's

10

11

level of recommended utility plant in service ("UPlS") by $18,155. I will discuss

this adjustment in more detail later in my testimony.

12

13 This adjustment changed slightly from that filed in my direct testimony.

14

15 Operating Adjustment #11 Waste Disposal Expense This adjustment

16

17

18

removes the waste disposal expense of $4,270 that was erroneously reported in

the Company's rate application. No further explanation will be provided in my

testimony because the Company has accepted the adjustment as proposed by

19 RUCO.

20

21

22

Operating Operating Adjustment #12 - Low-Income Program - (Discussed in

Later TJC Testimony)

23

8
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1

2

Operating Adjustment #13 - Income Tax Expense - This adjustment is

necessitated by RUCO's recommended level of operating income, which

3 increases income taxes by $39,560.

4

5 This adjustment changed slightly from that filed in my direct testimony.

6

7 Other Remaining Issues

8 Proposed Low-Income Proqram

9

RUCO generally supports the Low-Income

Program ("LIP") as proposed by the Company witness, Ms. Cindy Datig. I will

10

11

address some issues and possible contingency plans that RUCO would like the

Company to address further later in my surrebuttal testimony.

12

13 This adjustment increases miscellaneous expense by $50,000 to pay for the

14 costs associated with the LIP.

15

16 Fire Flow Surcharge Proposed by the Company- See MDC Testimony

17

18 RATE DESIGN

19

20

Is RUCO filing a new rate design in surrebuttal testimony?

Not at this time. As a result of RUCO's modified position, it will be filing revised

21 rate design schedules prior to the hearing.

22

23

A.

Q.

9



Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

1 RATE BASE

2 Rate Base Adjustment #1 - Plant and Accumulated Depreciation

3

4

5

6

7

8

9

Does RUCO accept the Company's rebuttal position pertaining to Gross Utility

Plant In Service ("GUPIS") and accumulated depreciation?

RUCO's surrebuttal GUPlS is a mere $34,947 less than what the Company has

proposed in its rebuttal filing out of a total of $43,923,256 of GUPIS. Other than

that, RUCO has no contention with the Company's rebuttal position taken on the

level of GUPIS recommended in its rebuttal testimony. However, I will address

some of the issues raised in Ms. Linda Gutowski's rebuttal testimony regarding

10 RUCO's rate base adjustments.

11

12 What additional response(s) do you have concerning the Company's rebuttal

13 testimony?

14

15

16

17

18

19

20 I

On numerous occasions, the Company witness alleges that RUCO made

calculation errors, inappropriate allocations, and a failure to record a plant credit

in an instance. l appreciate Ms. Gutowski's alertness and assertiveness in

pointing out any mistakes that she identifies that may have been made in any

audit. However, her allegations are wrong in almost every instance in this case.

For example, in one rate base adjustment, it was claimed that I removed

$228,968 in Plant account 303300 without removing the credits of ($80,838) in

21 the same account. Quite to the contrary, I did remove the plant credit of

22

23

($80,838) from account 303300 in my plant schedules through a series of

reversals in the months as follows:

A.

A.

Q.

Q.

10
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09/24/04

10/22/04

11/19/04

12/10/04

Account #303300 - Land & Land Rights Pumping

($ 24,724.56)

( 309.16)

( 12,208.43)

( 56,442.12)

10/6/05 $ 12,846.41

I

I

I

I

I

Credit Balance ($ 80,838.27)

As can be seen in the T-account chart illustrated above. I have achieved the

same result as the Company, only through another method. This can also be

verified in my Depreciation Schedule TJC-15, line 24. My adjustment in Column

B of that schedule is a credit of ($148,130), $ 228,968 - $ 80,838 = $ 148,130

which corresponds to Ms. Gutowkski's rebuttal testimony on page 3, lines 1-4

and Staff's rate base adjustment #4. The Company witness simply erred in her

interpretation of my final adjustment in this situation

To Ms. Gutowski's credit in a few instances, she identified an anomaly in my

Depreciation Schedule TJC-15 and pointed out that I had utilized a wrong plant

value to base an allocation to an account

Did you make the corrections as noted above by Ms. Gutowski here in your

surrebuttal testimony and schedules?

11
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1 What actions were necessary to correct those two errors identified by Ms

2 Gutowski?

3 A

5

6

To properly correct the two errors that were identified, it was necessary for me to

copy a range of formulae down in my Depreciation Schedule TJC-15 from lines

50 through 60. To correct the second error identified, it was necessary to change

a plant adjustment value from $220,892 to $220,883, a $9 correction.'

7

8

9

What was the overall impact on the revenue requirement after making those two

necessary corrections documented by the Company witness?

10 However, the two

11

The corrections resulted in a zero overall revenue impact.

corrections reduced the adjusted rate base by one dollar unfavorably to the

12 Company.

13

14

15

Are there any other allegations of errors and miscalculations on RUCO's behalf

that Ms. Gutowski provided in her rebuttal testimony that you would like to

16

17

respond?

There are a few more allegations I would like to rectify, but to not belabor the

18

19

20

point, I will narrow it to one more clarification. The Company witness alleged that

I utilized an inappropriate allocation factor of 15.269 percent rather than the

appropriate 13.204 percent for plant account 304600.2

21

1 Arizona-American Water Company, Sun City Water District, Docket No. W-01303A-07-0209, Ms. Linda
Gutowski Rebuttal Testimony, page 3, lines 12-14.
2 Arizona-American Water Company, Sun City Water District, Docket No. W-01303A-07-0209, Ms. Linda
Gutowski Rebuttal Testimony, page 3, lines 6-14.

A.

A.

Q.

Q.

Q.

12
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1 How do you respond to the assertion that you utilized an inappropriate allocation

2 factor?

3

4

5

6

7

8

I am somewhat perplexed on this assertion because Staff data request 1.15 - 2nd

Response gave rise to this adjustment. In that data request, it clearly states that

15.269 percent is the proper allocation factor to be utilized when allocating this

plant to Sun City Water. Then, Ms. Gutowski's rebuttal testimony, as footnoted

below, states, "the appropriate four-factor allocation is percentage of metered

customers, 13.204%..."

g

10

11

12

13

14

15

Which of the two allocation factors is the appropriate factor to use in this case?

Although I am puzzled from the two contradictory sources, Staff data request

1.15 - 2l'Id Response and Ms. Gutowski's rebuttal testimony cited above, but only

one-factor produces the correct adjustment, 15.269 percent. l initially utilized the

13.204 percent in my direct schedules. That is corrected in my surrebuttal

schedules to 15.269 percent to derive the proper Company rate base adjustment

16 #5 of ($187,155).

17

18

19

20

21

22

23

It is worth noting, after all the alleged errors, miscalculations, and inappropriate

use of allocation factors by RUCO from the Company, RUCO's direct testimony

and the Company's rebuttal testimony for the plant adjustment in question that

relates to Staff data request 1.15 - 2nd Response varied only $20,422 (RUCO

direct recommended adjustment was $1,122,241 and the Company proposed

rebuttal adjustment was $1 ,101 ,819).

A.

A.

Q.

Q.

13



Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

Is RUCO's rate base adjustment #1 equivalent to the Company's rate base

adjustments #1, #2, #3, #4, and #5?

5 Please explain how your surrebuttal rate base adjustment #1 is the same or

equivalent to the Company's rebuttal rate base adjustments #1, #2, #3, #4, and

My rate base adjustment #1 combines all five of the Company's rate base

adjustments #1, #2, #3, #4, and #5 into my one rate base adjustment #1

11

12

Why doesn't your rate base adjustment #1 equal the Company's rate base

adjustments #1, #2, #3, #4, and #5?

I can reconcile my total gross plant to the Company's total gross plant to within

$21,562. Due to the limited time between when the Company filed its rebuttal

testimony and when I am required to file my surrebuttal testimony (10 days), it is

not prudent to spend an inordinate amount of time tracking an immaterial amount

of $21,562

Q.

Q.

14
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1

2

Please reconcile your surrebuttal total gross plant of $43,888,309 to the

Company's proposed rebuttal total gross plant of $43,923,258

3

4 RUCO's Total Gross Plant in Service.

5 RUCO Removed Eastern Division Allocated Plant..

$ 43 888 309

...$ 13,835

6 Total RUCO Gross Plant & Eastern Div. Removed.... 43,901 ,694 *

7

8 ._ $ 43,923,256

9

Company Rebuttal Total Gross Plant in Service..

Less: RUCO's Reconciliation of Gross Plant Above... 43,901 ,694 *

10 Unreconciled Difference of Total Gross Plant............ 21,562

11

12

13

14

15

16

17

You mentioned earlier that RUCO's surrebuttal position is not in contention with

the Company's proposed GUPIS. Is that RUCO's final position?

Yes, it is RUCO's surrebuttal position. Even though RUCO's surrebuttal gross

plant is $34,947 less than the Company's, RUCO has M contention with the

Company's proposed gross plant of $43,923,256 with the exception of the

Company including the Eastern Division Allocated Plant that is now in the

Mohave and Havasu Districts.18

19

20

21

Please explain the Company's response to RUCO's rationale to disallow the

Eastern Division Allocated Plant from Sun City Water's rate base.

22

23

The Company states, "RUCO's disallowance of the Eastern Division's Plant is

based on the argument that the Eastern Division plant was moved from the

A.

A.

Q.

A.

Q.

Q.

15
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1

2

Eastern Division to the Mohave business unit after the test year." The Company

later makes a comment that RUCO believes the Eastern Division has been

3 abolished.

4

5 What is your response to the Company's rebuttal testimony regarding the

6

7

8

9

10

Eastern Division plant allocation?

To respond to the first rebuttal testimony quote above, the Company is correct in

its statement that RUCO disallowed the Eastern Division allocated plant based

on a non-recurring and/or not occurring on an on-going basis to the Sun City

Water District after the test-year.

11

12 Did RUCO ask a data request concerning the Eastern Division allocated

13

14

15

16

17

corporate plant?

Yes. In RUCO data request 2.06, attached as RUCO Exhibit 1, I inquired why

the previous Sun Cities Wastewater cases using a test-year-end December 9,

2005 did not have any Eastern Division allocations to its districts. I also asked,

"Please provide the districts to which receive the allocations."

18

19 What was the Company's response to the questions poised in RUCO data

20

21

22 The Eastern Division was

23

request 2.06?

The Company responded by saying that the Eastern Division did not exist in the

Sun Cities Wastewater cases 2005 test-year.

organized in 2006 and was moved from the Eastern Division business unit to

A.

A.

Q.

Q.

A.

Q.

16
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1 The Company added, "Therefore,

2

strictly the Mohave business unit in 2007.

there is no longer an Eastern Division plant to be allocated after the end of the

3 test year."

4

5 From that response, RUCO deemed the Eastern Division allocation as non-

6

7

8

9

10

11

12 The

13

14

recurring on a going forward basis after the end of the test year for any AZ-AM

district other than Mohave and Havasu Districts. Sun City Water has its own

direct level of management and two more levels of corporate expertise in addition

to the parent Company in New Jersey that charges Sun City through

management fees. That is four levels of management for most all of AZ-AM

districts in Arizona. Sun City Water has many resources to draw upon here in

Phoenix rather than another level of corporate some 250 miles away.

Eastern Division costs are more appropriately borne by the Mohave and Havasu

Districts, which have nexus to the new location of the Eastern Division.

15

16

17

18

19

What adjustment is necessary to disallow the Eastern Division non-recurring

plant allocations for Sun City Water?

An adjustment to reduce both Sun City Water's gross plant and accumulated

depreciation balances by $13,835 and $3,542 respectively is necessary.

20

21

22

23

A.

Q.

17
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1 Rate Base Adjustment #2 - Working Capital

2 What was the Company's rebuttal response to RUCO's working capital

3

4 A.

5

adjustment?

The Company's primary argument to RUCO's cash working capital adjustment is

based on the following reasons as stated below:

6

7
8
9

10
11
12

To properly calculate cash working capital, a comprehensive
lead/lag study is required. The time and expense associated with
performing a comprehensive lead/lag study was a significant factor
in Arizona-American's decision to forego requesting an allowance
for cash working capital.

13

14

15

16

17

18

How do you respond to the Company's rebuttal response?

Since the recent Mohave and Paradise Valley rate cases, the Company

responds in the same manner each time. The Company makes it sound like

each and every rate application that AZ-AM files with the Commission a separate

lead/lag study would be required in each case. That is not true. One lead/lag

study would be sufficient to utilize across all AZ-AM's districts in Arizona. The

19

20

21

22

23

24

Company already has lead/lag studies for both Mohave and Paradise Valley

Districts. Both of those districts are owned, operated, and managed by AZ-AM.

There would be little to no variance of the lead/lags from one district to the next,

which l will address further later. The Commission has approved both Mohave

and Paradise Valley lead/lag analysis in those cases before the Commission.

Either study is appropriate for any AZ-AM district with minor modifications.

25

A.

Q.

Q.

18
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1

2

What do you mean there would be little to no variance of the lead/lag analysis

from one AZ-AM district to another AZ-AM district?

3

4

5

6

7

I addressed this in general terms in my direct testimony but will be more specific

here in my surrebuttal. Let's refer to the Mohave District lead/lag analysis that I

utilized in this case in my direct testimony. I will address each lead/lag expense

line item in chronological order and concentrate on any or no variance on the

number of possible lead/lag days in each expense account.

8

9

10

11

12

13

14

1. Labor Expense - Zero variance in lead/lag days for all AZ-AM districts

because payroll is disbursed from an AZ-AM central location.

2. Purchased Water - A potential for a variance in the lead/lag days is highly

possible in this account. However, the calculation to obtain the exact lead/lag

days in each case would be simple and efficient. The only data required is

the twelve or fewer test-year bills.

3. Fuel 8¢ Power - Little to no variance for this account. APS and SRP serve

15

16

most all districts. Again, the twelve bills for each meter is all the data

required. An analysis of one meter per provider over the test-year would

17

18

19

20

21

22

23

provide accurate results.

4. Chemicals - Potential for small variance. Again, the test-year bills are all the

data needed to obtain accurate lead/lag results.

5. Waste Disposal - Potential for small variance. Again, the test-year bills are all

the data needed to obtain accurate lead/lag results.

6. Management Fees - Zero variance in lead/lag days for all AZ-AM districts

because management fees are billed from an AZ-AM central location.

A.

Q.

19
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7. Group Insurance - Zero variance in lead/lag days for all AZ-AM districts

because group insurance is paid from an AZ-AM central location

8. Pensions - Zero variance in lead/lag days for all AZ-AM districts because

pensions are paid from an AZ-AM central location

9. Insurance Other Than Group - Zero variance in lead/lag days for all AZ-AM

districts because these benefits are paid from an AZ-AM central location

10.Customer Accounting - Zero variance in lead/lag days for all AZ-AM districts

because customer accounting is performed at an AZ-AM central location

11.Rents - Potential for small variance. Again, the test-year bills are all the data

needed to obtain accurate lead/lag results

12. Depreciation & Amortization - Not Applicable, not a cash expense item

13.0ther Operating Expenses - This account would vary by vendor and would

require the most effort in obtaining the lead/lag days, although most all

vendors have a specific billing policy. One sample test-year bill from each

vendor would yield more accurate results than what the Company utilized in

its Mohave analysis. In the current lead/lag analysis, the Company used 30

days. Most lead/lag studies that l have analyzed result in a number of days

closer to 45 days rather than the 30 days utilized in the Mohave analysis

14.Taxes Other Than Income Zero variance not only across AZ-AM districts

but nation wide. Same taxing authority

15.Property Taxes - Zero variance across AZ-AM districts.

authority

Same taxing

20
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1 16.State Income Taxes - Zero variance across AZ-AM districts. Same taxing

2

3

authority.

17.Federal Income Taxes - Zero variance not only across AZ-AM districts but

4 nation wide. Same taxing authority.

5 18.lnterest - Some variance but a very simple calculation made in a timely

6 manner.

7

8

9

Why would AZ-AM file a lead/lag study in the Mohave and Paradise Valley cases

but chose not to do so in Sun Cities Wastewater and here in the Sun City Water

10 case?

11

12

13

14

The Company gave its reasons as I cited earlier in my testimony. However,

normally, a class A regulated utility lead/lag study results in a negative cash

working capital disallowance. Both Mohave and Paradise Valley lead/lag studies

resulted in a negative cash working capital disallowance, which can reduce rate

15 base.

16

17

18

Generally, the Commission requests that a class A utility file a lead/lag study as

opposed to the formula method some smaller utilities employ.

19

20

21

22

If the Commission were to adopt RUCO's cash working capital calculation in the

instant case, what adjustment is necessary?

It would be necessary to increase the Company's working capital by $45,733,

23 which, in effect, increases rate base by the same amount.

A.

Q.

A.

Q.

21
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1 OPERATING INCOME

2 Operating Adjustment #1 - Labor

3 labor

4

5

Q. How did the Company respond to RUCO's operating adjustment #1

expense adjustment that corrected four employees hourly pay rates?

The Company alleges that RUCO disallowed promotions during the test-year for

6

7

four employees resulting in a decrease to labor expense and used the hourly rate

at the middle of the test-year.

8

9

10

11

How does RUCO respond to the Company's allegations that you failed to

recognize four individual promotions and used middle of the test-year hourly pay

rates?

12

13

Company witness, Ms. Gutowski, and I had a phone conversation regarding this

adjustment. I identified by name to her the four individual employees that she

14 and had a discrepancy in hourly pay rates.I We reviewed the same

15

16

spreadsheets (Company work papers provided in support of its rate application)

as we spoke. I identified two different worksheets that substantiated the hourly

17 pay rates utilized by RUCO in making the labor adjustment.

18

19

20

21

What two worksheets did you identify to Ms. Gutowski that substantiated the

hourly pay rate that RUCO used in making the labor adjustment?

In the work sheet tabbed 2006 Labor.xls in the Labor folder, l pointed out to Ms.

Gutowski that all of the four employees hourly pay rates that RUCO used in its

adjustment were obtained directly from that worksheet (See RUCO Exhibit 2

A.

A.

Q.

A.

Q.

22
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pages 1-4). The second worksheet I directed Ms. Gutowski to was tabbed Pivot

3 - Dec '06 Hrly. Rate.xls., attached as RUCO Exhibit 3, that also supports the

hourly pay rate that I used in making the adjustment

5 What was Ms. Gutowski's response after you pointed out your sources for your

adjustment?

7

8

In general, she responded that she thought those four individuals received pay

raises in the test-year. However, neither source document that I had directed

9 Ms. Gutowski to supported any evidence that those individuals had in fact

10 received an increase in hourly pay rates, as shown in RUCO Exhibit 2 and 3.

11

12

13

14

15

16

17

To both of our surprise, the last payroll entry for one of the four employees hourly

pay rates in question was in August 2006 (RUCO Exhibit 2). it was the last

known hourly pay rate for that particular individual. I assume that is why she

replied in her rebuttal testimony that RUCO used the hourly pay rate at the

middle of the test-year. It was the latest test-year hourly rate listed and is

supported by RUCO Exhibit 3 too.

18

19

20

21

At the close of our conversation, I told Ms. Gutowski if she would provide me

some supporting documentation that those individuals received pay raises in the

test-year that I would consider the information.

22

A.

Q.

23
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Did the Company provide any information to RUCO that substantiated any

promotions and hourly pay rate increases?

No. At the time of writing this surrebuttal testimony, I am preparing a data

request that again requests that information

In analyzing the Company's original rate application labor adjustment, why do

you believe RUCO and the Company had the exact same hourly pay rate for 184

employees but differed only on four employees?

The Company witness claims she obtained all payroll information from a 2006

download (See Gutowski rebuttal testimony page 5, lines 13-14) from AZ-AM's

parent office in New Jersey. That is the same source I derived my hourly pay

rates, with excerpts shown in RUCO Exhibit 2. Nowhere in that 2006 download

of approximately 58,000 lines does it show any of the four employees in question

here earn the hourly pay rate utilized by the Company

The only work sheet I identified in my analysis where the Company could have

obtained the hourly pay rates it used, as opposed to the amount used by RUCO

was a work sheet tabbed "current salaries." However, if the Company used the

current salaries for the source of the hourly pay rates for the four employees, it

would be inconsistent with Ms. Gutowski's direct testimony

24
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1

2

Why do you think it would be inconsistent with the Company's direct testimony if

Ms. Gutowski utilized the work sheet tabbed "current salaries"'?

3

4

5

6

7

In Ms. Gutowski's direct testimony on page 5, lines 16-17, the Company states,

"These hours are recomputed using the latest known wages as of the end of the

test year." The work sheet tabbed current salaries must be at some time post-

test-year because the 2006 download work sheet does not support the test-year

hourly pay rates used by the Company for those four employees.

8

9

10

11

12

13

14

15

16

What adjustment is necessary to reflect RUCO's hourly pay rate adjustment that

is supported in both RUCO Exhibit 2 and 3?

Labor expense adjustments affect more than the labor expense account alone.

A labor adjustment will affect the payroll benefits and tax accounts also. To

properly reflect RUCO operating adjustment #1, it is necessary to reduce labor

expense by $1,047, reduce group insurance by $7, reduce miscellaneous

expense by $41, and reduce general taxes by $105 for a total adjustment of

$1,200.

17

18 Operating Adjustment #2 - Remove Eastern Division Allocated Labor

19

20

21

Q. What was RUCO's operating adjustment #2?

RUCO operating adjustment #2 removes Eastern Division allocated labor

expense based on the reasoning for RUCO rate base adjustment #1 and

22 supported by RUCO Exhibit 1.

23

A.

A.

Q.

Q.

A.

25
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1 What adjustment is necessary to reflect RUCO's disallowance of the Eastern

2 Division labor expense allocation found to be non-recurring on a going forward

3 basis?

4 This adjustment also affects several accounts. It is necessary to reduce the

5 following allocated labor & payroll benefits expense:

6 1. Labor Expense.. .$ 2,475

7 2. Group Insurance Expense.. 1,010

8 3. Pension 105

9 4. Miscellaneous Expense.............................. 58

10 5. General Tax Expense................................. 247

11 Total Adjustment..................................... ~.$ 3,895

12

13 Operating Adjustment #3 - Remove All Other Eastern Division Allocated

14 Expenses

15 What was RUCO's operating adjustment #3?

16 RUCO operating adjustment #3 removes all other Eastern Division allocated

17 expenses based on the reasoning gave in RUCO rate base adjustment #1 and

18 supported by RUCO Exhibit 1.

19

20

21

A.

A.

Q.

Q.

26
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1

2

What adjustment is necessary to reflect RUCO's disallowance of all other

Eastern Division allocated expenses found to be non-recurring on a going

3 forward basis?

This adjustment also affects several accounts. It is necessary to increase or

(reduce) the following allocated expenses for a total adjustment of ($9,764)

a. Fuel & Power $ (266)

b. Insurance Other Than Group Expense

c. Customer Accounting Expense 12

d. Rent Expense

e. General Office Expense

f. Miscellaneous Expense

Q- Maintenance Expense

h. Depreciation 8¢ Amortization Expense

Total Adjustment

(31)

(5,496)

(3,548)

(298)

(770)

$ (9,764)

16 Operating Adjustment #4 - Late Charge on Power Bill

Did the Company accept RUCO's removal of a late charge on a power bill?

20 Operating Adjustment #5 - Property Taxes

21 Q. How did the Company respond to RUCO's property tax expense adjustment?

The Company's response to RUCO's property tax expense adjustment #5 was

as follows

Q.

27
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1
2
3
4
5
6
7
8
9

RUCO's calculation uses three historical years, including the
unadjusted test year of 2006 which has 385 days. This flaw in
RUCO's calculation resulted in property tax expense of $274,073,
higher than even Staff's Present Rate property tax expense from
the use of 2005 and 2006 revenues, both of which are higher than
the test year adjusted revenue. This is a very odd result for
proposed rate property tax and Arizona-American rejects RUCO's
method and results.

10

11

12

13

14

Do you agree with Ms. Gutowski's response to RUCO's property tax calculation?

I agree with Ms. Gutowski that I did not remove the additional 20 days of revenue

she identified in my 2006 gross revenue figure. This has been corrected and is

reflected in my Surrebuttal Schedule TJC-11. As for the Company's response

above, I do not know what is meant by the statement, "This is a very odd result

15 for proposed rate property tax..."

16

17

18

What is RUCO's revised adjustment for property tax expense?

RUCO's revised surrebuttal adjustment reduces property tax expense by

19 $31 ,747.

20

21 Operating Adjustment #6 - Revenue Annualization

22

23

24

25

26

Q. Please address the Company's response to RUCO's revenue annualization.

The revenue annualization adjustment was not calculated by RUCO but rather a

calculation made by the Company pursuant to a RUCO data request issued

because the Company's application did not include a revenue annualization. In

rebuttal testimony, the Company stated if the Commission believes the Company

28

A.

A.

A.

Q.

Q.
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1 should have made a customer revenue annualization adjustment, it must also

2 allow AZ-AM the additional expense to generate the additional revenue.

3

4 Did the Company provide an expense annualization in its rebuttal testimony?

5 Yes.

6

7

8

Do you agree with the Company's expense annualization provided in its rebuttal

testimony?

9 No.

10

11

12

13

Why don't you agree with the Company's expense annualization provided in its

rebuttal testimony?

It produces results that do not make sense and contains a calculation error.

14

15

16

Please explain how the Company's expense annualization calculation does not

make sense and identify the calculation error.

17

18

First, I will identify the calculation error. The Company's expense annualization

calculation identifies four variable costs that the Company claims to total $2,649

19

20

annually for the 30 additional customers placed on the system at test-year-end

The Company calculated the additional(See RUCO Exhibit 4 attached).

21

22

expense annualization for the additional 30 customers that the Company

identified in its revenue annualization to RUCO's data request 4.2 as follows:

23

A.

A.

A.

A.

Q.

Q.

Q.

Q.

29
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Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

1 .$ 2,041

2

1. Fuel & Power Expense..

2. Transmission & Distribution Expense.. 93

3 3. Customer Accounting Expense.. 135

4 4. Postage Expense.. 80

5

6

7

8

9

The total of the four variable costs identified by the Company above do not equal

$2,649 of additional costs that the Company claims that the 30 additional

customers place on the system. Actually, the four variable costs total $2,349

rather than $2,649, a difference of $300.

10

11 With the addition calculation corrected, the Company's expense annualization

12 still doesn't make sense.

13

14 Please explain why you believe the Company's expense annualization doesn't

make sense?15

16

17

18

With or without the calculation error, the Company's expense annualization is

flawed and produces a result that leads one to believe that it costs more to serve

30 additional customers than is generated in additional revenues. The

19

20

Company's response to RUCO data request 4.2 identified an additional $1,844 in

revenue due to the revenue annualization for 30 additional test-year customers.

21

22

Now, in the Company's rebuttal expense annualization calculation, the Company

claims that it costs $2,649 to serve those same 30 additional customers. In

30

A.

Q.

in |\|||lnlll
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Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

1

2

essence, the Company is saying that to generate another $1,844 in revenue it

would cost the Company $2,649.

3

4

5

6

Are there some accounting documents that you could refer that would

substantiate your belief that it does not cost more to serve an additional customer

than the additional customer generates in revenue?

7 Yes. The Company's Schedule E-2 summarizes three-years, 2004, 2005, and

8

9

10

2006, of income statements. Every one of those years shows positive operating

incomes, which substantiates the Company's operation activities are profitable

(hence, operating revenues are greater than operating expenses).

11

12

13

Does RUCO offer an alternative expense annualization in its surrebuttal

testimony that results in a more practical expense annualization?

14 Yes. If the Commission were to adopt an expense annualization calculation,

15 RUC() recommends an expense annualization of $1,034 for the four variable

16 costs as follows:

17 .$ 726

18

1. Fuel & Power Expense.........

2. Transmission 8= Distribution Expense.. 93

19 3. Customer Accounting Expense.. 135

20 4. Postage Expense................. 80

21 $1 ,034

22

23

31
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A.

Q.

Q.
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Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

How does your expense annualization differ from the Company's?

It differs in one respect. In calculating the fuel & power expense, my calculation

uses the average consumption of the 5/8 X 3/4 inch meter customers because

that is where the majority of the customer growth occurs. The Company utilized

a calculation that assumes that all customers use an average of 23,239 gallons

per month. The customer growth occurred at the residential 5/8 X 3/4 inch meter

classification whose average use is 8,269 gallons per month, not 23,239 gallons

RUCO accepted the Company's other three variable costs in the expense

annualization calculation

11

12

13

What adjustment would be necessary if the Commission adopted RUCO's direct

testimony revenue annualization, and what adjustment would be necessary to

adopt RUCO's expense annualization?

It would be necessary to increase revenues by $1,844 if the Commission

adopted RUCO's direct testimony adjustment, and it would be necessary to

increase expenses by $1,034 for a net adjustment of $810 if the Commission

adopted RUCO's expense annualization as described here in my surrebuttal

testimony

Q.

32



Surrebuttal Testimony of Timothy J. Coley
DOCKET no. WS-01303A-07-0209

1 Operating Adjustment #7 - Miscellaneous Expense

2 Q. What was the Company's response to RUCO's adjustment #7 - Miscellaneous

3

4

5

6

Expense?

The Company's rebuttal testimony varied slightly from its rebuttal schedules

regarding RUCO's adjustment to miscellaneous expense. The Company stated

that, 'We disagree with the disallowance for meals and would add back $184 to

7 RUCO's disallowance of $4,405. The Company never makes the $184

8

9

10

11

adjustment back to RUCO's adjustment that disallows $4,405. If the Company

makes that adjustment in its rejoinder testimony, RUCO will agree with the

Company's adjustment to add back $184 to RUCO's $4,405 miscellaneous

expense adjustment for a net adjustment of $4,221 .

12

13 Operating Adjustment #8 - Achievement Incentive Pay ("AlP")

14

15

16

17

18

Q. How did the Company respond to RUCO's AlP adjustment?

The Company's responded that the case precedent cited in the last Paradise

Valley Water District Commission Decision No. 68858 does not apply to Sun City

Water. The Company also said that, unlike Paradise Valley, Sun City Water

adjusted test-year resulted in a net loss for that district.

20 Q

21 A

How do you respond to the Company

I believe the Sun City Water District will be operating profitably on a going

forward basis after the close of this rate case. The Company can come in for

another rate case whenever it sees its profitability eroding. Therefore, RUCO

A.

A.

33
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1

2

3

4

5

believes Sun City Water's allocated AlP costs should be shared 70/30 between

the ratepayers and shareholders as was decided in Decision No. 68858 because

both share a gain in the Company's management efforts. Furthermore, if the

Company does not control its costs in order to remain profitable, ratepayers

should not have to reward its employees with payroll bonuses such as the Alp.

6

7

8

9

10

11

12

What adjustment did RUCO make to share the AlP costs on a more equitable

terms rather than burdening the ratepayers with 100 percent of the cost when

both ratepayers and shareholders stand to gain in positive management efforts?

RUCO reduced management fees that totaled $1,386,158 by $32,230 to more

adequately share this expense 70/30 between the ratepayers and shareholders

who both gain in more efficient operations.

13

14 Operating Adjustment #9 - Rate Case Expense

15 Q. Does the Company accept RUCO's rate case expense adjustment to reduce it by

16

17

$18,578?

Yes.

18

19

20

21

22

23

I

A.

Q.

A.
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1 Operating Adjustment #10 - Depreciation & Amortization Expense

2 Q. What was the Company's response to RUCO's depreciation and amortization

expense adjustment that was $12,265 less than the Company's depreciation

expense calculation?

The Company ci ted some differences in i ts proposed depreciation and

amortization expense and RUCO's depreciation adjustment as follows

1. The Company claims that the majority of the difference between

RUCO's direct testimony and the Company's rebuttal depreciation

expense is attr ibutable to RUCO's double al location of the

amortization of the Y2K costs

2. The Company asserts that $655,877 of $1,491,737 of regulatory

assets were al located to Sun City Water, which included a

depreciation study, Y2K costs, and L/T effluent to be amortized at

2.83 percent

3. The Company maintains that RUCO is trying to allocate the portion

of Sun City Water's Y2K allocated costs, $665,877, attributed to

Sun City Water in Decision No. 67093 and reallocated that amount

to all the districts via the 4-factor allocator

4. The Company disagrees with RUCO's disallowance of the Eastern

Division allocated plant in calculating depreciation expense

5. The Company claims that RUCO removed too much money from

account 304600 - Structures 8¢ Improvements Offices, for the office

renovation

35
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1

2

3

4

5

6. The Company pointed out that I did not include my rate base

adjustment #3 of $19,085 in my Plant Schedule balances that

ultimately transfers to my Depreciation Schedule TJC-15.

7. The Company states, "RUCO's Schedule TJC-15 has a strange

difference between column (A) and column (B) for accounts 341100

6 and 346300.

7

8

9

10

11

8. The Company's final disagreement with RUCO's Depreciation

Expense Schedule TJC-15 was that "it would appear RUCO

reduced depreciation expense for the amortization of the

Youngtown Plant twice, once on line 62 of Schedule TJC-15 and

again 7 lines later on the same schedule."

12

13

14

15

16

Do you agree with Ms. Gutowski's eight assertions you cited above?

I disagree with approximately half of them and made the necessary corrections to

the others where appropriate. I corrected number 5 above in my surrebuttal rate

base adjustments, and the adjustment now correctly flows through to my

17 Depreciation Schedule TJC-15, line 31 . In Ms. Gutowski's claim regarding

18

19

20

number 7, this correction was also made in my surrebuttal schedules. That

correction was discussed in my surrebuttal rate base testimony, but it does not

change RUCO's recommended level of GUPIS, as it's only cosmetic.

21

22

36

A.

Q.

Ill



Surrebuttal Testimony of Timothy J. Coley
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Please address each of the eight claims Ms. Gutowski discusses in her rebuttal

testimony that provides your surrebuttal position?

1. I completely agree with the Company's claims regarding the Y2K costs

and double allocation. I was lead to believe in the recent Sun City

Wastewater case that the Y2K costs totaled $145,771 for all districts

rather than only Sun City Water's allocation. I was also unaware of the

depreciation study and L/T effluent being lumped together into one

deferred asset amount. This correction has been made in my surrebuttal

testimony and schedules

2. The adjustment I made in number 1 above also corrects the issues identified

in number 2

3. I agree with Ms. Gutowski that my accounting for the Y2K costs would take

Sun City Water's allocation and would reallocate that allocation to all districts

Again, number 1 above describes my misunderstanding of the Y2K costs

from the recent Sun City Wastewater case and the corrections I've made

4. I do not agree with the Company regarding the Eastern Division allocated

plant. This is the majority of the difference between RUCO and the Company

concerning plant and depreciation expense balances, and RUCO continues to

support the removal of these non-recurring costs

37
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1 5. I agree that I removed $4,560 too much from account 304600 - Structure 8.

2 I

3

Improvements Offices. have also corrected that in my surrebuttal rate base

testimony and schedules.

4

5

6

6. I agree that I did not include my rate base adjustment #3 in my plant

schedules to be carried LonNard to the Depreciation Schedule TJC-15.

7

8

g

7. I agree that I did not copy a formula down from line 50 to 60. However, that

had no affect on my recommended level of GUPlS and was merely cosmetic.

10

11

12

13

14

15

16

8. I do not agree that that Youngtown Plant amortization was reduced twice from

RUCO's depreciation expense as recommended. As Ms. Gutowski said, "it

would appear RUCO reduced depreciation expense twice..." The formula in

the cell (Column E, line 75) where l remove any Contributions in Aid of

Construction ("ClAC") depreciation expense titled "Total Depreciation

Expense Per RUCO" at the bottom of the page adds a negative to a negative

creating a positive $4,202, when netted to the ($4,202) negative balance on

line 62 of Schedule TJC-15 nets to zero. This is correct because there should

be zero impact on depreciation expense for CIAC
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1

2

What surrebuttal adjustment to depreciation expense does RUCO recommend

after making the noted corrections?

3 RUCO's surrebuttal adjustment to depreciation expense reduces depreciation by

the and accumulated4 $18,155. Eastern Division allocated plant

5

Taking

depreciation disallowance into account, this reconciles to within $14,613 of the

6 Company's requested annual depreciation expense.

7

8 Operating Adjustment #11 - Waste Disposal Expense

9

10

Q. Did the Company accept RUCO's waste disposal expense adjustment that was

inaccurately recorded in that account?

11 Yes.

12

13 Operating Adjustment #12 - Low-Income Program (Discussed in Later TJC

14 Testimony)

15

16 Operating Adjustment #13 - Income Tax Expense

17

18

Q. Did the Company respond in its rebuttal testimony to RUCO's income tax

expense adjustment?

19

20

A.

A.

Q.

A. No response is necessary since that adjustment is a function of RUCO's

recommended level of operating income.
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1 OTHER REMAINING ISSUES

2 Low-Income Program

3

4

5

6

7

8

How did the Company respond to RUCO's direct testimony suggestion that Az-

AM should submit a detailed Low-Income Program ("LIP") as part of its rebuttal

testimony for all intewenors to review and evaluate?

in its rebuttal testimony, the Company provided a detailed explanation of its

proposed LIP program. AZ-AM has successfully contracted with a third party,

Dollar Energy, to administer this program.

9

10

11

12

13

14

15

16

Did AZ-AM's LIP witness, Ms. Datig, design a program that met RUCO's four

criteria set out in your direct testimony?

The proposed program appears to satisfy the four criteria set forth in my direct

testimony. However, due to the short turn-around time of when the Company's

rebuttal testimony was filed and when surrebuttal testimony is due to be filed,

RUCO has not had the opportunity to conduct a cost analysis study to determine

if all customer classii7cations would be contributing equitably to the LIP proposed

17 by AZ-AM. RUCO would like to reserve the opportunity to conduct a cost

18

19

analysis study and provide our final position concerning the LIP prior to the

hearing.

20

RUCO's Four Criteria for a Successful Low-Income Program: 1) Program properly targets the
appropriate set of customers, 2) creates material benefits for qualifying participants, 3) is not overly
burdensome on non-participants of the program, and 4) is efficiently administered

A.

A.

Q.

Q.
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1 Other than the opportunity for RUCO to conduct a later cost analysis study, were

there other areas of the LIP that caused some concern on RUCO's behalf?

3 A As I stated earlier in my surrebuttal testimony, RUCO generally supports the LIP

as proposed by the Company witness, Ms. Datig. RUCO would like to see some

participation, low .- high.

participation rate is so low that the administration costs exceed the benefits, or if

the participation rate is so high that many qualifying participants are not able to

participate in the program because of the cap of 1,000 qualifying participants

reassurances/contingency plans from the Company regarding possible levels of

medium - For two extreme examples, if the

11 Q Did RUCO make the appropriate adjustment to account for the Company's

estimated expense of $50,000 to fund the program?

13 A Yes. RUCO made operating income adjustment #12 to make the Company

whole for the LIP costs

16 Does that conclude your surrebuttal testimony at this time?

17 A Yes. it does

Q.

Q.

41
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RUCO Exhibit 1

COMPANY:
DISTRICT:
DOCKET NO:

ARIZONA AMERICAN WATER COMPANY
SUN CITY WATER DISTRICT
WS-01303A-07-0209

Response provided by:

Title'

Sheryl Hubbard

Senior Rate Analyst

Address 19820 n. 'mIn Street. Suite 201
Phoenix. AZ 85024

Company Response Number: RUCO 2.06

Plant and Accumulated Depreciation ... Please explain why there is an Eastern
Division allocation of plant in Sun city Water district because there is no Eastern
Division Corporate plant allocations in Sun Cities Wastewater recent rate
application. Explain where the Eastern Division is located, if in Arizona, please
define the Eastern Division service territory and services they provide. Please
confirm if the Eastern Division is allocated plant. If it is allocated, please provide
the districts to which receive the allocations

Arizona-American began segregating the Arizona Corporate investment among
the Central Division districts and a recently-established Eastern Division in 2006
The wastewater case test year was 2005, before the reorganization into these
two Divisions. This process is still in progress and Arizona-American has been
detemlined that these investments are more fairly allocated among all Arizona
entities and accordingly, the allocation factors used in this proceeding are the
same as the factor to allocate the Arizona Corporate investments

What was called Eastern Division plant was moved from the Eastern Division
business unit to strictly the Mohave business unit in 2007. Therefore, there is no
longer an Easter Division plant to be allocated after the end of thetest year

5



RUCO Exhibit 2 -- page 1 of 4

I Employee Name
Bostic. Satin C.

l Pay Description i Pay call Paycategory I Hours l pearly Rate 1
Vacation Vacation 8.00 16.000

Amount I Work Date 1 Period End |
128.00 11/03/06 11/05/06



RUCO Exhibit 2 page 2 of 4

I Employee Name
Gill. Thomas M.

I Pay Description l Pay Cati pay Category F Hours i Hrly Rate! Amount I  W ork 8ate I  Per iod End I
Regular Regular 8.00 23.500 188.80 08/13/06 08/13/06



_III

RUCO Exhibit 2 - page 3 of 4

I Employee Name
Gunderson, Christopher L.

i pay Description I pay cam! i-'ay Category I Hours I Hrly Rate I
Regular Regular 0.60 29.856

Amcemt l work Date l Period End I
17.91 07/02/06 07/02/06



<

Des cry

RUCO Exhibit 2 - page 4 of 4

VVilliams. Thomas W Regular R Regular 8 00
.£'§ate

41 .798 334.43 08/27/06
9481

08/27/06o



Latest Hourly Rate
Employee Name Pay Catego Total
Bostic, Satin C. Regular $16.000
Gill, Thomas M. Regular $23.600
Gunderson, Christopher L. Regular $29,856
Williams, Thomas W. Regular $41 .798

P

RUCO Exhibit 3





$ 2,244,777 $ 1 ,850,205

r

ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER 29, 2006
SUN CITY WATER DISTRICT
REVENUE REQUIREMENTS

DOCKET no. WS-01303A-07-0209
SCHEDULE TJC-1
SURREBUTTAL TESTIMONY

REVENUE REQUIREMENTS

LINE
n o . DESCRIPTION

(A)
COMPANY

REQUESTED

(B)
RUCO

RECOMMENDED

1 ADJUSTED RATE BASE $ $

2 ADJUSTED OPERATING INCOME

25,961 ,898

693,412

2.67%

25,357,295

730,275

2.88%3 CURRENT RATE OF RETURN (L2 / LI)

4 REQUIRED RATE OF RETURN 7.98% 7.36%

5 REQUIRED OPERATING INCOME (L4 * L1)

6 OPERATING INCOME DEFICIENCY (L5 - L2)

7 GROSS REVENUE CONVERSION FACTOR

2,071,759

1,378,347

1.6286

1,866,297

1 ,136,022

1.6287

8 GROSS REVENUE INCREASE

g CURRENT REVENUES T/Y ADJUSTED

10 PROPOSED ANNUAL REVENUE (LB + LQ)

11 PERCENTAGE AVERAGE INCREASE

7,688,479

9,933,256

29.20%

7,690,323

9,540,528

24.06%

REFERENCES:
COLUMN (A): COMPANY SCHEDULE A-1
COLUMN (B): SCHEDULE TJC-1, PG. 2, TJC-2, TJC-7 AND TJC-17





ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER 29. 2006
SUN CITY WATER DISTRICT
OPERATING ADJ. #1 . TOTAL UTILITY PLANT IN SERVICE (UPIS)
AND ACCUMULATED DEPRECIATION

DOCKET no. WS-01303A-07-0209
SCHEDULE TJC-4
SURREBUTTAL TESTIMONY

Total Sun Citv Water UPIS

No. Description Amount

1
2
3

Sun City Water Direct Plant Per Company
Sun City Water Direct Plant Per RUCO
RUCO's Direct Plant Adjustment

$44,512,311
43.389380
(1,122,931)

4
5
6

Sun City Water AZ-Corporate Allocated Plant Per Company
Sun City Water AZ-Corporate Allocated Plant Per RUCO
RUCO's AZ-Corporate Allocated Plant Adjustment

414.338
414.338

0

7
8
9

Sun City Water Central Division Allocated Plant Per Company
Sun City Water Central Division Allocated Plant Per RUCO
RUCO's Central Division Allocated Plant Adjustment

84.591
84.591

10
11
12

13.835Sun City Water Eastern Division Allocated Plant Per Company
Sun City Water Easter Division Allocated Plant Per RUCO
RUCO's Eastern Division Allocated Plant Adjustment (13,835)

13
14
15

Total Sun City Water Gross UPIS Per Company
Total Sun City Water Gross UPIS Per RUCO
Total RUCO Gross UPlS Adjustment

45.025.075
43.888.309

$ (1,136,766)

Total Sun City Water Accumulated Depreciation

16
17
18

Sun City Water Direct Plant Accumulated Depreciation Per Company
Sun City Water Direct Plant Accumulated Depreciation Per RUCO
RUCO's Direct Plant Accumulated Depreciation Adjustment

$16,887,027
1G.430.140

(456,887)

19
20
21

Sun City Water AZ-Corporate Allocated Plant Accumulated Depreciation Per Company
Sun City Water AZ-Corporate Allocated Plant Accumulated Depreciation Per RUCO
RUCO's AZ-Corporate Allocated Plant Accumulated Depreciation Adjustment

272.212
245.685
(26,527)

22
23
24

Sun City Water Central Division Allocated Plant Accumulated Depreciation Per Company
Sun City Water Central Division Allocated Plant Accumulated Depreciation Per RUCO
RUCO's Central Division Allocated Plant Accumulated Depreciation Adjustment

29
30.073

25
26
27

Sun City Water Eastern Division Allocated Plant Accumulated Depreciation Per Company
Sun City Water Eastern Division Allocated Plant Accumulated Depreciation Per RUCO
RUCO's Eastern Division Allocated Plant Accumulated Depreciation Adjustment (3,542)

28
29
30

Total Sun City Water Accumulated Depreciation Per Company
Total Sun City Water Accumulated Depreciation Per RUCO
Total RUCO Accumulated Depreciation Adjustment

17.192328
16.705.898

$ (486,430)

31 RUCO's Sun City Water Plant Adjustment - Net of Accumulated Depreciation l$ (650,336)l

Supporting Schedules
\TJC-4(a)Schedules\Pages1-5\Direc1Plant\AZ-CorpPlant\CentralDivisionPlant\
Regarding RUCO's Eastern Div. treatment see Company response to RUCO DR 2.06



ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER 29, 2006
SUN CITY WATER DISTRICT
RATE BASE ADJ. #3 _ WORKING CAPITAL ADJUSTMENT
WORKING CAPITAL ADJUSTMENT SUMMARY

DOCKET no. WS-01303A-07-0209
SCHEDULE TJC-5
PAGE 1 OF 7
SURREBUTTAL TESTIMONY

LINE
n o . DESCRIPTION AMOUNT

1
2
3

$Cash Working Capital per Company
Cash Working Capital per RUCO
RUCO Adjustment

45,733
45,733

4
5
6

Materials & Supplies Inventories per Company
Materials & Supplies Inventories per RUCO
RUCO Adjustment

$ 254,674
254,674

7
8
9

Prepayments per Company
Prepayments per RUCO
RUCO Adjustment

$ 54,726
54,726

10 Total Working Capital Adjustment l$ 45,733 I

REFERENCES :
Lines 1, 4, and 7: Company Schedule B-5, Page 1
Line 2: See RUCO Schedule TJC-5, Page 2 of 7
Line 10: Line 3 + Line 6 + Line 9



I 2.33 |

45,733 Iis

»

ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER 29, 2005
SUN cITy WATER DISTRICT
RATE BASE ADJ. #3 . WORKING CAPITAL ADJUSTMENT
LEADILAG CALCULATION

DOCKET no. WS-01303A-07-0209
SCHEDULE TJC-5
PAGE 2 OF 7
SURREBUTTAL TESTIMONY

(A) (B) (C) (D) (E)

LINE
no. DESCRIPTION

EXPENSES
PER

COMPANY
RUCO

ADJ USTMENTS

RUCO
ADJUSTED
EXPENSES

RUCO
(LEAD)/LAG

DAYS
RUCO

$ DAYS

1 LABOR $ 1,137,093 $ (3,521 ) 1,133,572 * 12,00 $ 13,602,860

2 PURCHASED WATER * 0.00

3 FUEL & POWER 1 ,573,296 (600) 1,572,696 * 32.42 50,988,840

4 CHEMICALS 49,041 49,041 * 28.47 1 ,395,991

5 WASTE DISPOSAL 4,270 * 30.00

6 MANAGEMENT FEES 1,386,158 1 ,353,928 *

7 GROUP INSURANCE 276,821 275,803 *

8 PENSIONS 51 ,046 50,941 *

(3.88)

(4.64)

45.00

(5,253,242)

(1 ,280,969)

2,292,338

g INSURANCE OTHER THAN GROUP

(4,270)

(32,230)

(1 ,01 a)

(105)

634 52,221 * 45.00

10 CUSTOMER ACCOUNTING

51 ,587

165,878 12 165,890 * 7.46

11 RENTS 19,442 (31)
*

12 DEPRECIATION & AMORTIZATION 1 ,287,646

19,411

N/A *

(10.68)

0.00

2,349,942

1 ,237,653

(207,343)

N/A

13 OTHER OPERATING EXPENSES 631,161 36,153 667,314 * 30.00 20,019,414

14 TAXES OTHER THAN INCOME 100,225 99,873 * 15.65 1 ,563,123

15 PROPERTY TAXES 297,758 266,011 * 212.50

16 STATE INCOME TAXES

(352)

(31 ,747)

136,101 120,512 * 62.65

56,527,296

7,550,058

17 FEDERAL INCOME TAXES 617,642 546,876 87.50 20,507,856

18 INTEREST * 106.84

19 TOTAL OPERATING EXPENSES

(15,589)

(70,766)

830,781

$ 7,775,848 $

(26,067)

690,600

804,714

$ 7,178,802

85,974,829

$ 257,268,647

20 EXPENSE LAG 35.84

21 REVENUE LAG 38,16

22 NET LAG

23 CASH WORKING CAPITAL

REFERENCES:
Col. A, Line 23 = Cash Working Capital Allowance = (Col. D, Line 19 l365) X Col. E, Line 22
Col. B = RUCO's Expense Adjustments on TJC-8
Col. C = Col. A + Col. B + Col. C
Col. D = Company's and RUCO's Calculated Expense Lead and Lag Days from Study
Col. E = Col. C x Col. D
Col. D, Line 20 = Col. E, Line 19 / Col. C, Line 19
Col. D, Line 21 = Company's Revenue Lead/Lag Calculation on Page 3
Col. D, Line 22 = Col. D, Line 21 - Col. D, Line 20

NOTE
N/A : NON CASH CHARGES EXCLUDED FROM CASH WORKING CAPITAL LEAD/LAG STUDY CALCULATION
* RUCO RECOMMENDED LEVEL OF CASH WORKING CAPITAL EXPENSES
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ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER 29, 2006
SUN CITY WATER DISTRICT
OPERATING INCOME . TEST YEAR AND RUCO PROPOSED

DOCKET no. WS-01303A-07-0209
SCHEDULE TJC-7
SURREBUTTAL TESTIMONY

(A) (B) (C)
RUCO

TEST YEAR
AS

ADJUSTED

(D) (E)

LINE
n o . DESCRIPTION

COMPANY
TEST YEAR

AS FILED

RUCO
TEST YEAR

ADJUSTMENTS

RUCO
PROPOSED
CHANGES

RUCO
RECOMMENDED

REVENUES .WATER:

1 WATER REVENUES $ 7,578,436

110,043

$ 1 ,844 $ 7,580,280

110,043

$ 1 ,850,205 $ 9,430,485

110,0432 OTHER REVENUES

3 MISCELLANEOUS REVENUES

4 TOTAL REVENUES $ 7,688,479 $ 1 ,844 $ 7,690,323 $ 1,850,205 $ 9,540,528

5
OPERATING EXPENSES:

LABOR $ 1,137,093 $ (3,521) $ 1 ,133,572 $ $ 1,133,572

6

7 (600)

8

1 ,572,G96

49,041

1 ,572,696

49,041

9

10

11

12

13

(4,270)

(32,230)

(1 ,018)

(105)

(18,578)

63414

15 12

16

17

18

19

20

21

22

28

PURCHASED WATER

FUEL & POWER

CHEMICALS

WASTE DISPOSAL

MANAGEMENT FEES

GROUP INSURANCE

PENSIONS

REGULATORY EXPENSE

INSURANCE OTHER THAN GROUP

CUSTOMER ACCOUNTING

RENTS

GENERAL OFFICE EXPENSE

MISCELLANEOUS

MAINTENANCE EXPENSE

DEPRECIATION & AMORTIZATION

TAXES OTHER THAN INCOME

PROPERTY TAXES

INCOME TAX

24 TOTAL OPERATING EXPENSES

NET INCOME25

$

$

1 ,573,296

49,041

4,270

1386, 158

276,821

51 ,046

50,000

51 ,587

165,878

19,442

97,290

360,734

173,137

1 ,287,646

100,225

297,758

(86,355)

6,995,067

693,412

$

$

(31 )

(5,496)

41 ,947

(298)

(18,925)

(352)

(31 ,747)

39,560

(35,019)

36,863

$

$

1 ,353,928

275,803

50,941

31,422

52,221

165,890

19,411

91 ,794

402,681

172,839

1 ,268,721

99,873

266,011

(46,795)

6,960,048

730,275

$

$

714,183

714,183

1,136,022

$

$

1 ,353,928

275,803

50,941

31 ,422

52,221

165,890

19,411

91,794

402,681

172,839

1,268,721

99,873

266,011

667,388

7,674,231

1 ,866,297

REFERENCES:
COLUMN (A): co. scH. c-1
COLUMN (B); SCH. TJC-8
COLUMN (c): COLUMN (A) + COLUMN (B)
COLUMN (D): SCH. TJC-1, PAGE 1 OF 2
coLumn (E): coLumn (C) + COLUMN (D)
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l $ (31,747>l

ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER 29, 2006
SUN CITY WATER DISTRICT
OPERATING ADJ. #6 - PRIMARY PROPERTY TAX EXPENSE

DOCKET no. WS-01303A-07-0209
SCHEDULE TJc-11
SURREBUTTAL TESTIMONY

LINE
n o . DES CRIP TION AMOUNT

$

REFERENCE

1
2
3

REVENUES . 2004
REVENUES - 2005
REVENUES - 2006

7,480,971
7,884,260
7,688,479

COMPANY SCHEDULE E-1
COMPANY SCHEDULE E-1
COMPANY SCHEDULE C-2 REBUTTAL

4 TOTAL

5
6
7

3 YEAR AVERAGE
MULTIPLIER FOR REVENUES (2 X LAST 3 yRs, AVERAGE REVENUE)
REVENUES FOR FULL CASH VALUE

8

9

10

11

1 2

13

14

15

ADD; 10% OF CWIP BALANCE

LESS: NET BOOK VALUE OF VEHICLES

FULL CASH VALUE

ASSESSMENT RATIO

ASSESSED VALUE

PROPERTY TAX RATE

PROPERTY TAXES PAYABLE PER RUCO

PROPERTY TAXES PER COMPANY

$ 23,053,710

$ 7,684,570

$ 15,369,140

$ 20,865

181,994

$ 15,208,011

23.5%

$ 3,573,883

'7.4432%

266,011

297,758

$

SUM LINES 1, 2, & 3

LINE 4/3 YEARS

LINE 5 X 2 (MULTIPLIER FOR REVENUES)

COMPANY TRIAL BALANCE

CORRECTED COMPANY C-2 SCHEDULE

LINE 7 + LINE 8 MINUS LINE 9

PER HOUSE BILL 2779

LINE 10 X LINE 11

PER TAX BILLS

LINE 12 x LINE 13

PER COMPANY

16 RUCO ADJUSTMENT LINE 14 MINUS LINE 15

Workpapers & Supporting Documents:
RUCO Workpapers\Coley Workpapers\PropertyTaxRate-RUCO



ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER28. 2006
sun CITY WATER DISTRICT
OPERATING ADJ. #10 . DEPRECIATION AND AMORTIZATION EXPENSE

DOCKET no. WS-01303A-07-0209
SCHEDULE TJC-15
SURREBUTTAL TESTIMONY

LINE
NO

ACCT
NO PLANT ACCOUNT NAME

ACTUAL
TEST YEAR
BALANCE

PER COMPANY ADJUSTMENTS
ADJUSTED
BALANCE

COMPONENT
DEPRECiATION

RATES

RECOMMENDED
DEPRECIATION

EXPENSE

4.691 s (4,891) $ 0.00% $

14.20%
121.377

200.454
(210)
(127)

121.377
43.917

200.327
1589%
37.71%
37.71%

y,

75.543

71.614 71.614
3.61%

22175
(7,585)
(1,219)

180.023 0.00%
(148,130)

180.023
156.586
10.493 10.493

19.682787.273
45G.858
126.815

787.273
455.858
125814 1.87°/¢

260489
1.328.185

(187,166)
o

73.323
1.328.185 22181

(427,725) 2.52%3.021,sa7
146.519

6.713.399
36.032

140.654

2.593.662
146.518

6.713.399
36.032

296.732

(19,594)
(319,215)

376.947
14453.663

15.078
24.777

1.53%
0 12.547834

1.713259
79.891

5.572.171
3.178.281

191.983
26213

1.802.878
777.906

12.541934
1.713.259

79.891
5.572.172
3.178.281

634504
2.175.095 2.175.004

138.190
79.775
15925
43500

596.432
307.123
649.927

23.777
(400)

596.431
307.123
649.528
23.777
21 .021

252.899

25.00%
2500%

27376
14.097

162352

4.02% 10.569

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
1 s
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
pa
44
45
46
47
48
49
50
51
52
53
54
55
as
57
58
59
60
51
62

303600
304510
304600
304800
304620
340100
340200
340300
340330
340500
341100
343000
344000
345000
348100
340200
346300
347000
380400
393000
301000
302000
303200
303300
303500
303600
3041 of
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
M0200
3411 of
341200
342000
343000
344000
345000
346100
346300

Land & Land Rights AG
Stud & Imp AG Cap Lease
Struct & Imp Otices
Struc18- Imp Misc
Struck & Imp Leasehold
Office Furniture & Equip
Comp & Perish Equip
Computer Software
Comp Software Other
Other Office Equipment
Trans Equip Lt Duty Tris
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Telephone
Comm Equip Other
Misc Equipment
WW TD Equip Aux Effl Tm11
ww Tool Shop & Garage Equip
Organization
Franchises
Lam & Land Rachis ss
Lana a. Land Rights P
Land & Lana Rights TD
Land & Land Rights AG
Struck e. Imp SS
Struck & Imp P
Struck & Imp WT
Struck & Imp TD
Struck & Imp Offices
Struck & Imp Misc
Collect & impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Elernric
Pump Equip Diese!
Pump Equip Other
WT Equip Non-Media
Dis! Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Gin to Sin
TD Mains 10in to 15in
Services
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Periph Equip
Trans Equip Ll Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
On mm Equip Other

103.956
221.454
185.577

103967
221.454
165976

10.30%

Less: Youngstown Plant

TOTAL PLANT IN SERVICE s

(127485)

45,025,078 $

(21,012)

(1,136,769)

(148,497)

$43,885,309

(4,202)

1.354.481

66
Amortization of Y2k Costs at 2.83% (AZ Corp 4 Factor)
Amortization of Deferred Debit - Fire Flow Study @ 3.06%

18.573

Less: Amortization of Contributions
Amortization of imputed Regulatory CIAO
Amortization of Youngtown Plant CIAC

112.708
(4,202)

1.269.491Total Depreciation Expense Per RUCO

Total Depreciation Expense Per Company 1287.646

RUCO Adjustment (18,155)l

REFERENCES
COLUMN (A): COMPANY SCHEDULE E-5 PAGE 2 OF 3
coLumn (B): coLumn (C) . coLumn (A)
COLUMN (C): RUCO SCHEDULE TJL>4, PAGE 4
COLUMN (D): COMPANY SCHEDULE C~2, W/P C2-15b, PAGE 2 OF 4
coLumn (E): coLumn (C) x coLumn (D)
LINE 24. COLUMN L. \S LESS RUCO RATE BASE ADJ. #2
LINE 34. COLUMN L. \S LESS RUCO RATE EASE ADJ. #3



ARIZONA-AMERICAN WATER COMPANY
TEST YEAR ENDED DECEMBER 29. 2006
SUN CITY WATER DISTRICT
OPERATING ADJ. #16 - INCOME TAXES

DOCKET no. WS-01303A-07-0209
SCHEDULE TJC-16
SURREBUTTAL TESTIMONY

DESCRIPTION AMOUNT REFERENCE

1
FEDERAL INCOME TAXES
OPERATING INCOME BEFORE INCOME TAXES $ 683,480 SCH. TJC-7

ARIZONA STATE TAX
INTEREST EXPENSE

LINE 11
NOTE (a)

4

5

6

FEDERAL TAXABLE INCOME

FEDERAL INCOME TAX RATE

FEDERAL INCOME TAX EXPENSE $

(8,448)
804.714

$ (112188)

34.00%

(38,347)

LINE 1 -LINES2 &3

TAX RATE

L|NE4 XL|NE 5

7
STATE INCOME TAXES
OPERATING INCOME BEFORE INCOME TAXES $ 683,480 LINE 1

INTEREST EXPENSE

9 STATE TAXABLE INCOME

10 STATE TAX RATE

11 STATE INCOME TAX EXPENSE

12 TOTAL INCOME TAX PER RUCO

13 INCOME TAXES PER COMPANY FILING

804.714

$ (121 ,234)

6.968%

(8,448)

(46,795)

(86,355)

$

NOTE (A)

LINE 7 - LINE 8

TAX RATE

LINE 9 x LINE 10

COMPANY SCH. C-1. PG. 3

LINE 13 - LINE 14

14 RUCO INCOME TAX ADJUSTMENT

NOTE (a):
INTEREST SYNCHRONIZATION

ADJUSTED RATE BASE
WEIGHTED COST OF DEBT

$ 25,357,295
3,17%

$ 804,714
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